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Continentai Silver Corporation by 

Nevada, et al. 
Orders entered by consent perma- 
nently enjoining Louis C. Schiess 
and Jack Smock from selling un- 
registered securities. 

Standard Prudential Corporation, 

et al. 
An amendment to the Judgment 
and Order of permanent injunc- 
tion and ancillary relief entered. 

Sanitas Service Corporation, et al. 
Defendant Alan R. Carp perma- 
nently enjoined from violating 
the antifraud, reporting and 
proxy solicitation provisions. 


Notice of Consent to Deferral of 
Commission Action on Certain 
Rule Changes of the National 
Association of Securities Dealers, 
Inc. and of Extension of Time for 
Public Comment on Those Rule 
Changes (File No. SR-1 

Comment period extended to 

August 22, 1975. 








FREEDOM OF INFORMATION ACT 
Release No. 20/July 22, 1975 


In the Matter of Request of 
ROBERT C. ANTON and LAMBERT HIRSHEIMER 


for access to investigatory records relating to Financial 
Programs, Inc. 


ORDER DENYING REQUEST 


This administrative appeal has been taken from the denial 
of the request of Messrs. Robert C. Anton and Lambert 
Hirsheimer for access to, in effect, all of the materials 
contained in or related to the investigatory file with re- 
spect to Financial Programs, Inc. which was compiled by 
the Commission in connection with a public administra- 
tive proceeding, /n the Matter of Financial Programs, Inc., 
et al., Administrative Proceeding No. 3-4610. 1/ In addi- 
tion, access was requested to certain records pertaining 

to various persons and entities involved in the Financial 
Programs investigation which were not compiled in the 
course of this particular investigation. In the proceeding 
instituted by the Commission against Financial Programs 
2/ and others, Messrs. Anton and Hirsheimer are both 
named as Respondents. In support of their request, they 
claim that access to these materials is essential in order for 
them to respond in a meaningful way to the allegations 
set forth in the Commission’s order instituting the pro- 
ceedings against them. 


In response to their request, the staff has examined the 
material contained in its investigatory files and the other 
materials requested and has made available to counsel for 
Messrs. Anton and Hirsheimer a large quantity of materials 
from its public and non-public files, including certain ma- 
terials related to the Financial Programs investigation. In 
addition, pursuant to Rule 6 of the Commission’s Rules 
Relating to Investigations, 17 CFR 203.6, and Section 6 
of the Administrative Procedure Act, 5 U.S.C. $555, docu- 
ments supplied by Messrs. Anton and Hirsheimer, as well 
as transcripts of their testimony, have been made available. 
The staff has, however, declined to produce the following 
records: 


(1) statements and testimony of witnesses other than 
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Messrs. Anton and Hirsheimer; 


(2) charts and summaries prepared by staff accountants 
and securities compliance examiners in preparation of 
anticipated litigation and under the direction of Com- 
mission attorneys; 


(3) Wells Committee submissions 3/ and other correspond- 
ence from attorneys for other respondents and proposed 
respondents to the proceeding; 


(4) internal memoranda and various notes of attorneys, 
accountants and securities compliance examiners and in- 
vestigators working on the case; and 


(5) records related to pending criminal enforcement 
actions arising from other Commission investigations and 
not involving Messrs. Anton and Hirsheimer in any way. 


The Commission, having given consideration to the matter, 
is of the view that all of the records enumerated above 

are at this time exempt from compelled disclosure pursuant 
to a request made under the Freedom of Information Act 
because they are investigatory records compiled for law en- 
forcement purposes, the disclosure of which would inter- 
fere with enforcement proceedings and thus come within 
the seventh exemption set forth in the Act. 5 U.S.C. §552 
(b)(7)(A). In addition, certain of the records enumerated 
above are independently exempt from compelled disclo- 
sure by virtue of the exemption for inter- or intra-agency 
memoranda, 5 U.S.C. §552(b)(5), or because disclosure 
would tend to deny a person his right to a fair trial or im- 
partial adjudication or would constitute an unwarranted 
invasion of personal privacy, 5 U.S.C. §552(b)(7)(B) and 
(C). 


We would point out, in addition, that the Commission’s 
Rules of Practice provide that Respondents named in ad- 
ministrative proceedings may subpoena documents and 
other tangible evidence, 4/ and obtain the prior statements 
of a witness after he has been called by the interested Di- 
vision or Office of the Commission and has completed his 
direct testimony. 5/ While consideration of a request pur- 
suant to the FOIA is not precluded simply because the 
person making that request is engaged in litigation with 
the Commission, we must start with the principle that 

the FOIA was “not intended to give a private party ear- 
lier or greater access to investigatory files than he would 
have had directly in ... litigation or [administrative] pro- 
ceedings” 6/ under existing laws and rules of procedure. 
We have previously noted on several occasions that prema- 
ture disclosure of the records contained in investigatory 
files was a principal focus when the FOIA was initially 
enacted, and continued to be a primary concern when 

the FOIA was recently amended. 7/ Thus, while the 
Commission will give full consideration to any FOIA re- 
quest made by a person who is a respondent in an admin- 
istrative proceeding or a defendant in a civil injunctive 
action, the Commission does not believe that the FOIA 
does, or should, provide a substitute for, or a shortcut 
around, the established rules and procedures for discovery 
by the parties to civil litigation or administrative proceed- 
ings commenced by the Commission. 


This policy is consistent with the recent holding of the 
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United States Supreme Court in Renegotiation Board v. 
Bannercraft Clothing Co., Inc., 415 U.S. 1 (1974), in 
which the Court refused to enjoin an administrative pro- 
ceeding where it was alleged that the agency had failed 

to comply with the requirements of the FOIA. Noting 
that the ““FOIA’s stress was on disclosure,”’ the Court fur- 
ther observed that “it was on disclosure for the public, 
...and not for the negotiating self-interested” person, 415 
U.S. at 22. The Court, therefore, refused to countenance 
interference with the agency proceeding or to permit “‘the 
use of the FOIA as a tool of discovery ... over and beyond 
that provided by the regulations issued by the [agency] 
for its proceedings.” /d. at 24. The Court concluded: 
“Nothing new by way of due process emerged with the 
FOIA”. /d. at 22. 


In view of such considerations, and of the fact that an 
enforcement proceeding could be impeded and the Com- 
mission’s case harmed by premature release of evidentiary 
materials to the subject of the proceeding or to other par- 
ties, the Commission has stated as its general policy that 
so long as enforcement proceedings to which the records 
are relevant are pending, the records will not generally be 
made public. 8/ In this case, the Commission is satisfied 
that there has been the fullest production of records which 
is consistent with the above-stated principles, and that any 
further production which may be made ought to occur 
only in response to requests made pursuant to the rules 

of procedure applicable to the pending administrative pro- 
ceeding. The Supreme Court has observed that “‘controlled 
access to information concerning the Government's posi- 
tion plays a significant role in the administrative process.” 


In the context of the administrative proceeding in which 
Messrs. Anton and Hirsheimer are named Respondents, 
those controls are supplied by the Commission’s Rules of 
Practice. 


Accordingly, 1T 1S ORDERED that the request of Robert 
C. Anton and Lambert Hirsheimer for access to investiga- 
tory records relating to Financial Programs, Inc. be, and 
it hereby is, denied. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Contemporaneous with the entry of the order instituting 
these proceedings, Financial Programs, Inc. and two indi- 
vidual Respondents consented to the imposition of reme- 
dial sanctions and the publication of findings by the Com- 
mission. See Securities Exchange Act of 1934 Release No. 
11312, 6 SEC Docket 503 (March 24, 1975). 


2/ Financial Programs, Inc. a mutual fund manager regis- 
tered with the Commission as both a broker-dealer and an 
investment adviser, is investment adviser to and principal 
underwriter for four mutual funds. 


3/ See Securities Act Release No. 5310 (September 27, 
1972). 


4/ 17 CFR 201.14(b). 
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§/ 17 CFR 201.11.1. 
6/ H.R. Rep. No. 1497, 89th Cong. 2d Sess., page 11 
(1966). 


1/ See, €.g., In the Matter of Request of American Insti- 
stute Counselors, Inc., FOIA Release No. 3, 6 SEC 
Docket 718 (April 24, 1975). 


8/ Securities Act Release No. 5571, 6 SEC Docket 286 
(February 21, 1971). 


9/ Renegotiation Board v. Bannercraft Clothing Co., Inc., 
supra, 415 U.S. at 11 (emphasis supplied). 
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SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 43/July 18, 1975 


See Securities Exchange Act Release No. 11541/July 18, 
1975. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11541/July 18, 1975 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 43/July 18, 1975 


Admin. Proc. File No. 3-3914 
In the Matter of 


GEORGE J. MEYER, Il 
7855 North Pheasant Lane 
Milwaukee, Wisconsin 


— AND ORDER IMPOSING REMEDIAL SANC- 
ION 


In these broker-dealer proceedings under the Securities Ex- 
change and Securities Investor Protection Acts, George J. 
Meyer, Il, who was an officer and director of a registered 
broker-dealer, has submitted an offer of settlement which 
the Commission has determined to accept. Solely for pur- 
poses of these and any other proceedings under specified 
provisions of the Exchange, Investment Advisers, Invest- 
ment Company and Securities Investor Protection Acts, and 
without admitting or denying the allegations in the order 
for proceedings, respondent consents to the findings and 
sanction set forth below. 





The order for proceedings charged that respondent will- 
fully aided and abetted violations of the Exchange Act's 
reporting and recordkeeping provisions at various times 
during 1972. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that: 1/ 


1. Respondent willfully aided and abetted violations of 
Sections 15(b) and 17(a) of the Exchange Act and Rules 
15b3-1 and 17a-3 thereunder. 


2. Respondent was an officer and a director of a broker- 
dealer for which a trustee was appointed pursuant to the 
provisions of the Securities Investor Protection Act of 
1970. 


In view of the foregoing, it is in the public interest to im- 
pose the sanction to which respondent has consented. 


Accordingly, IT IS ORDERED that George J. Meyer, Ii, 
be, and he hereby is, suspended from association with a 
broker, dealer, investment adviser or investment company 
for the 30 days that will begin at the opening of business 
on July 28, 1975; and it is further 


ORDERED that after the expiration of that suspension 
the said George J. Meyer, ||, be barred from supervisory 
associations with a broker, dealer, investment adviser, or 
investment company; and it is further 


ORDERED that notwithstanding anything hereinabove 
contained the said George J. Meyer, || shall not be deemed 
precluded from acting as a supervisor in sales and/or re- 
search activities incident to the securities business. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11542/July 18, 1975 


Admin. Proc. File No. 3-4543 
In the Matter of 

LINK, GORMAN, PECK & CO. 
208 South LaSalle Street 


Chicago, Illinois 
(8-950) 


WILBUR A. GORMAN 
JUNE E. CARLSON 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 
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In these broker-dealer proceedings under the Securities Ex- 
change Act, Link, Gorman, Peck & Co., a registered broker- 
dealer (“registrant”), Wilbur A. Gorman, its president and 
part-owner and June E. Carlson, its vice-president, treasurer 
and part-owner have submitted offers of settlement which 
the Commission has determined to accept. Solely for the 
purpose of these proceedings and any other proceedings 
pursuant to specified provisions of the Exchange, Invest- 
ment Advisers, Investment Company and Securities Invest- 
or Protection Acts and without admitting or denying the 
allegations in the order for proceedings, respondents consent 
to the findings below and to the sanctions hereby imposed. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that: 


1. During the period from about July 31, 1973 to about 
August 1974, registrant, willfully aided and abetted by 
Gorman and Carlson, willfully violated Section 15(c)(3) 
of the Exchange Act and Rule 15c3-1 thereunder in that 
it effected transactions in securities when it did not have 
net capital of at least $15,000. 


2. Registrant, willfully aided and abetted by Gorman and 
Carlson, willfully violated Section 17(a) ‘ the Exchange 
Act and 


(a) Rule 17a-3 thereunder in that from about September 
1972 to about August 1974, it failed to make accurately 
and keep current certain books and records; 


(b) Rule 17a-5(m) and (n) thereunder in that from about 
September 1972 to about August 1974, it failed to send to 
its customers required information concerning its financial 
condition; 


(c) Rule 17a-11 thereunder in that from about July 31, 
1973 to about August 1974 it filed false and misleading 
X-17a-11 reports with the Commission, and failed to no- 
tify the Commission promptly by telegram of its net capital 
and bookkeeping deficiencies and thereafter to file re- 
quired reports. 


in view of the foregoing, it is in the public interest to im- 
pose the sanctions to which respondents have consented. 


Accordingly, 1T IS ORDERED that the registration of Link, 
Gorman, Peck & Co. as a broker-dealer be, and it is hereby 
suspended as of the opening of business on July 28, 1975, 
for a period of 10 business days; and it is further 


ORDERED that June E. Carlson be, and she is hereby sus- 
pended from association with any broker, dealer, invest- 
ment adviser, or investment company effective as of the 
opening of business on July 28, 1975 for 60 calendar days 
and thereafter barred as a supervisor with respect to the 
back office operations of any broker, dealer, investment ad- 
viser, or investment company; and it is further 


ORDERED that Wilbur A. Gorman be, and he hereby is, 
suspended from association with any broker, dealer, invest- 
ment company, or investment adviser effective as of the 
opening of business on July 28, 1975 for a period of 6 
months and barred thereafter from such association other 
than as a supervised employee in a non-supervisory or non- 
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proprietary capacity. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11543/July 22, 1975 


ACCOUNTING SERIES 
Release No. 176/July 22, 1975 


Admin. Proc. File No. 3-4623 
In the Matter of 


HERTZ, HERSON & COMPANY 
2 Park Avenue 
New York, New York 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are proceedings pursuant to Rule 2(e) of the Com- 
mission’s Rules of Practice to determine whether Hertz, 
Herson & Company (““Hertz, Herson”’), a partnership en- 
gaged in the practice of accounting,s hould be denied the 
privilege of appearing or practicing before the Commission. 


Respondent, without admitting or denying any of the Com- 
mission's findings and solely for the prupose of settlement, 
has submitted an offer of settlement in which Respondent 
consents to the institution of proceedings under Rule 2(e) 
of the Commission’s Rules of Practice and to the entry of 
an order containing certain findings and remedial sanctions 
as set forth below. 


1. For the fiscal year ended August 31, 1971, Drew Na- 
tional Corporation (“DN”) and its then approximately 80% 
owned subsidiary, Drew National Leasing Corporation 
(“DNL”), issued false and misleading financial statements. 
Respondent, independent accountants for DN and DNL, 
rendered unqualified opinions with respect to those finan- 
cial statements. i/ 


2.. DNL was engaged in the business of equipment leasing. 
At the fiscal year ended August 31, 1971, there were at 
least two million dollars of leases on which there were de- 
linquent lease payments out of a total lease portfolio of 
approximately twelve million dollars. During 1971, DNL 
wrote off $134,000 against the allowance for doubtful 
accounts (which had an opening credit balance of $131,- 
000) and charged income by an additional provision of 
$193,000, bringing the allowance for doubtful accounts 
to $190,000 at August 31, 1971. 


3. The provision and allowance were inadequate under 
the circumstances since a significant portion of the leases 
were uncollectible, for among other reasons, the leases 
were seriously delinquent and the value of the underlying 








































collateral was insufficient. This was particularly true since 
the condition of many of the leases which were delinquent 











in 1970 deteriorated further during 1971. In addition, DNL 


continued to recognize revenues on these leases. As a conse- 
quence, DNL’s 1971 financial statements materially under- 
stated net loss and were false and misleading. 


4. In connection with the audit of DNL’s 1971 financial 
statements, Respondent, in many instances, relied upon the 


representations of DNL’s management as to the coilectibil- 
ity of, and the status of collection efforts with respect to, 
the lease receivables. In the performance of the audit, Re- 


spondent failed to use due professional care in that it did 


not sufficiently extend its audit tests by obtaining and ex- 
amining adequate, competent evidential matter to determine 
the veracity of management's representatiolns. In other in- 
stances, documentation was available which was not proper- 
ly evaluated. 


Thus, Respondent failed to appraise the significance of in- 
formation known to it and to extend sufficiently its audit- 
ing procedures in circumstances calling for professional 
skepticism. 


While the adequacy of an allowance for doubtful accounts 

is inevitably a matter of judgment and no one precise 

amount is appropriate in each situation, auditors have an 
obligation to bring together as much relevant information 

in this connection as is necessary so that a reasonable judg- 
ment can be made. In this case, the auditors failed to accum- 
ulate sufficient information. Furthermore, they formed a 
judgment on the information obtained which clearly fell 
outside the realm of reasonableness. 


5. As a result of the inclusion of a provision for doubtful 
accounts more appropriate for an earlier year, DNL’s 1972 
financial statements, concerning which Respondent render- 
ed an unqualified opinion, jpso facto were false and mislead- 
ing in that the company’s net loss was materially overstated. 


6. To the extent that they incorporated approximately 80% 
of DNL’s understated net loss of 1971 and overstated net 
loss for 1972, DN’s financial statements for 1971 and 1972, 
concerning which Respondent rendered unqualified opin- 
ions, were false and misleading. 


After due consideration, the Commission has determined to 
accept the offer of settlement. In arriving at its determina- 
tion, the Commission considered the fact that Respondent, 
in order to insure that it performs its audits in accordance 
with generally accepted auditing standards, has agreed to the 
review described in the order. 


Accordingly, IT IS ORDERED that proceedings pursuant to 
Rule 2(e) of the Commission’s Rules of Practice be, and they 
hereby are, instituted against Respondent. 


IT iS FURTHER ORDERED that, upon the terms and con- 

ditions provided in the offer of settlement, Respondent con- 
sents to the entry by the Commission of an order which pro- 
vides that: 


1. Respondent shall employ as consultants, two certified 
public accountants who are satisfactory to the Chief Ac- 
countant of the Commission to review and evaluate the 





auditing procedures and professional practice of Respond- 
ent in connection with its audits of publicly-held compan- 
ies. The review shall be limited to the audit work perform- 
ed, the elements of quality control and the audit proce- 
dures employed by the firm as reflected in the relevant 
working papers and to an analysis of the application of 
generally accepted accounting principles. The consultants 
may communicate with the Commission’s staff to ascer- 
tain its views. The review shall be performed after Hertz, 
Herson has completed said audits, but in no event shall 
the review commence later than two weeks from the date 
the consultants are retained. 


2. At the conclusion of the review and evaluation, but in 
no event later than eight weeks 2/ from the date of this 
order, the consultants shall report their conclusions to 

the Office of the Chief Accountant of the Commission 
and shall make recommendations, if needed, to Respond- 
ent for improvements. 3/ Respondent shall have a reason- 
able opportunity to reply in writing to the review and 
evaluation results to the staff of the Commission, and to 
institute any recommended changes. 


3. Respondent represents and undertakes not to accept 
engagements with any new public clients from date of 
entry of the Commission’s Order until one month after 
the submission by the consultants to the Commission of 
their report where the engagement is expected to involve 
filings with, or submissions or certifications to, the Com- 
mission. 


4. The Commission shall retain jurisdiction of this matter 
pending final receipt of the report referred to above, and 
thereafter for the taking of appropriate action, if necessary, 
for any purposes relevant to this order or the report, after 
notice and an opportunity for an evidenciary hearing. 


After due consideration, the Commission has determined 
to accept the offer of settlement. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The Commission has instituted and simultaneously 
settled legal proceedings against DN, DNL, and certain 

of their officers and directors, Securities and Exchange 
Commission v. Drew National Corp., et al. (DDC 75-1141). 
The Commission’s complaint in that action alleges, inter 
alia, that DN’s and DNL’s financial statements for the 
years 1970 and 1971 were false and misleading because 
inadequate allowances and provisions were made for 
DNL’s doubtful lease receivables. The complaint alleges 
that by the end of fiscal year 1970, many lease receivables 
were delinquent and otherwise doubtful of collection. 


In the conduct of its audit for 1970, Respondent relied 

to a great extent upon management's representations as 

to the collectibility of delinquent leases, the value of the 
collateral and reliability of third party guarantors. While 
the delinquencies were less serious and material in 1970 
than in 1971, the Commission believes that a more diligent 
audit might have uncovered the problems. 
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2/ A reasonable extension of time may be granted at the 
discretion of the Chief Accountant of the Commission. 


3/ Such report shall not identify the clients involved in 
the review. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11544/July 22, 1975 


Admin. Proc. File No. 3-4626 
In the Matter of 


MELVYN B. MASON 
1566 Buckhill Drive 
Huntingdon Valley, Pennsylvania 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


These are remedial proceedings under the Securities Ex- 
change Act with respect to Melvyn B. Mason, a former 
vice-president of a registered broker-dealer and investment 
adviser. Solely for the purpose of these and any other civil 


proceedings brought by the Commission under specified pro- 
visions of the Exchange Act, and without admitting or deny- 


ing the allegations in the order for proceedings, respondent 
consents to the findings and the sanction set forth below. 


On the basis of the order for proceedings and respondent's 
consent, it is found that, during the period from October 
1963 to about March 24, 1974, respondent willfully vio- 
lated Section 17(a) of the Securities Act and Section 10(b) 
of the Exchange Act and Rule 10b-5 thereunder in connec- 
tion with the purchase and sale of securities. Respondent, 
among other things: 


a. Solicited customers to purchase securities upon represen- 
tations that the investments provided unusually high returns 
and were riskless; 


b. Used the monies invested by customers for his own per- 
sonal use and to pay the interest and principal on invest- 
ments made by previous investors; 


c. Engaged in check kiting activities in order to create artifi- 


cial balances and facilitate the disbursement of funds for 
the Ponzi-type scheme; and 


d. Effected transactions in customers’ accounts and re- 
moved money and securities from those accounts without 
the customers’ authorization. 1/ 


In view of the foregoing, it is in the public interest to im- 
Pose the sanction to which respondent has consented. 


Accordingly, 1T 1S ORDERED that Melvyn B. Mason be, 
and he hereby is, barred from being associated with any 
broker, dealer, investment adviser or investment company. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other 
respondent named in these proceedings. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11545/July 23, 1975 


Admin. Proc. File No. 3-4689 


In the Matter of 


LEE NATIONAL LIFE INSURANCE COMPANY 
(File No. 81-169) 


ORDER DENYING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The Securities and Exchange Commission has issued an 
order denying the application of Lee National Life Insur- 
ance Company, a Louisiana corporation, pursuant to Sec- 
tion 12(h) of the Securities Exchange Act of 1934, as 
amended, for an exemption from the provisions of Sec- 
tion 15(d) of the Act. 


It appeared to the Commission that the granting of the 
requested exemption would not have been consistent 
with the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11546/July 23, 1975 


NOTICE OF CONSENT TO DEFERRAL OF COMMIS. 
SION ACTION ON CERTAIN RULE CHANGES OF 


THE NATIONAL ASSOCIATION OF SECURITIES DEAL- 


ERS, INC. AND OF EXTENSION OF TIME FOR PUBLIC 
COMMENT ON THOSE RULE CHANGES (File No. SR-1) 


Article XVIII of the By-Laws of the National Association 
of Securities Dealers, Inc. (the ““NASD’’), and Schedule G 
thereunder (the ““NASD Rule Changes’’), governing (i) the 
reporting of transactions in eligible securities in the consoli- 
dated transaction reporting system (the “consolidated sys- 
tem’’) contemplated by Rule 17a-15 under the Securities 
Exchange Act of 1934, as amended by the Securities Acts 
Amendments of 1975 (Public Law 94-29) (the ““Act”’), 
(ii) charges to cover the costs of compliance with such re- 
porting requirements, and (iii) anti-manipulative rules re- 
lating to over-the-counter trading in such securities, were 
originally filed with the Commission by the NASD on 
March 21, 1975. 


The provisions of Schedule G were amended by the NASD 
and refiled with the Commission on June 4, 1975. The 
NASD Rule Changes were deemed by the Commission to 
have been filed under new Section 19(b)(1) of the Act. In 
view of the need to implement the NASD Rule Changes 
immediately to permit the scheduled commencement of 


the consolidated system on June 16, 1975, the Commission, 
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by order, put the NASD Rule Changes into effect summarily 
pursuant to Section 19(b)(3)(B) of the Act on June 11, 
1975. Notice of that action was provided by Securities 
Exchange Act Release No. 11461 (June 11, 1975), pub- 
lished in the Federal Register on June 18, 1975 (40 FR 
25730). That release also solicited public comment on 

the NASD Rule Changes. 1/ The Commission has received 
written and oral requests from interested persons for an 
extension of time within which to comment upon the 

NASD Rule Changes. 


On July 21, 1975, the Commission received the NASD‘s 
consent to an extension of the time within which the 
Commission is required, under Section 19(b)(2) of the 
Act, either to approve the NASD Rule Changes or to in- 
stitute proceedings to determine whether they should 
be disapproved, to September 15, 1975. In view of the 
complexity and the significance of the NASD Rule 
Changes, the Commission has dtermined to extend the 
time for the submission of comments by interested per- 
sons on the NASD Rule Changes until August 22, 1975. 


As indicated in the Commission’s prior extension of time 
for public comment on the NASD Rule Changes, 2/ the 
Commission is especially interested in receiving comments 
on the competitive effects and other consequences of the 
NASD Rule Changes relating to: (i) the appropriateness 
of the reporting charges to be imposed on NASD mem- 
bers under Section 4 of Schedule G of the NASD Rule 
Changes, which have the effect of compelling Designated 
Reporting Members, as defined in Schedule G, to bear a 
major portion of the costs associated with reporting com- 
pliance and (ii) the appropriateness of the provisions of 
Sections 1(a)(2) and 1(b)(2) of Schedule G dealing with 
the reporting of principal transactions effected over-the- 
counter, particularly those of block size, in connection 
with which a commission, commission equivalent, ar 
differential has been charged in light of the fact that 
similar principal transactions effected on national securi- 
ties exchanges are reported exclusive of any commissions 
or similar charges imposed. 3/ In this regard, the Commis- 
sion invites suggestions as to alternative methods of fairly 
allocating the costs of reporting under the NASD Rule 
Changes among members of the NASD and the appropri- 
ateness of requiring those costs to be borne by the NASD 
itself. 


The Commission emphasizes that, until the Commission 

takes further action with respect to the NASD Rule Changes, 
the NASD Rule Changes remain in full effect as a conse- 
quence of the Commission’s summary action on June 11, 
1975, referred to above. 4/ 


All interested persons are invited to submit their comments 
on the NASD Rule Changes, in writing, to George A Fitz- 
simmons, Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D. C. 20549 on or 
before August 22, 1975. All such comments should refer 

to File No. SR-1 and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





1/ The deadline for submission of written comments pur- 
suant to Securities Exchange Act Release No. 11461 (June 
11, 1975) was June 30, 1975; the time for such comment 
was extended until July 18, 1975 in Securities Exchange 
Act Release No. 11508 (June 30, 1975). 


2/ Securities Exchange Act Release No. 11508 (June 30, 
1975). 


3/ Id. 


4/ Securities Exchange Act Release No. 11461 (June 11, 
1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11547/July 24, 1975 


Admin. Proc. File No. 3-4511 


In the Matter of 


L. G. VICTORS GOLD & CO. 
1501 North Miracle Mile 
Tucson, Arizona 

(8- 16260) 


FINDINGS AND ORDER REVOKING BROKER- 
DEALER REGISTRATION 


These are broker-dealer proceedings under the Securities 
Exchange Act with respect to L. G. Victors Gold & Co. 
(“registrant’’), a registered broker-dealer. Solely for the 
purpose of these and any other proceedings brought by 
the Commission under Sections 15(b) and 15A of the 
Exchange Act, and without admitting or denying the 
allegations in the order for proceedings, registrant con- 
sents to findings of misconduct as alleged in that order 
and to revocation of its broker-dealer registration. 


On the basis of the order for proceedings and registrant's 
consent, it is found that: 1/ 


1. During the period from about May 1 to October 1, 
1971, registrant willfully violated Sections 5(a) and 
5(c) of the Securities Act in that it offered, sold, and 
delivered after sale securities of Techni-Culture, Inc. 
(“TC”) and Techni-Culture of Arizona, Inc. (“TCA”) 
when no registration statements under that Act had 
been filed or were in effect as to such securities. 


2. During the same period, registrant willfully violated 
Section 17(a) of the Securities Act and Section 10(b) 

of the Exchange Act and Rule 10b-5 thereunder, in that, 
in the offer and sale of TC and TCA securities, it made 
material misstatements concerning the issuers’ unsuccess- 
ful business operations, their assets and financial condi- 
tion, a proposed new offering of limited partnerships 

by TCA, and the current market price of TC stock. 


3. During the same period, registrant willfully violated 
Section 17(a) of the Exchange Act and Rule 17a-3 
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thereunder in that it made false entries in its books and 
records with respect to transactions in TC stock. 


In view of the foregoing, it is in the public interest to im- 
Pose the sanction to which registrant has consented. 


Accordingly, 1T 1S ORDERED that the registration as a 
broker and dealer of L. G. Victors Gold & Co. be, and it 
hereby is, revoked. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ The findings herein are not binding on any other re- 
spondent named in these proceedings. 





SECURITIES ACT OF 1934 
Release No. 11548/July 25, 1975 


Admin. Proc. File No. 3-4701 

In the Matter of 

GENERAL CRUDE OIL COMPANY 
Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 11, 1975 
to request a hearing on an application by General Crude 
Oil Company, (the “Applicant’’) a wholly-owned subsi- 
diary of International Paper Company (“IPCo’’), pursu- 
ant to Section 12(h) of the Securities Exchange Act of 
1934 for an order exempting the Applicant from the re- 
porting requirements of Section 15(d) of the Act. 


There is no material trading market for either Applicant’s 
8-1/2% seven-payment Notes due 1982, its 8-1/2% Five- 
payment Notes due 1980, or its Installment Note. The 
Notes are fully and directly guaranteed by IPCo and none 
of the equity securities of the Applicant are presently 
held by any person other than IPCo. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19093/July 22, 1975 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 

Jackson, Mississippi 39205 

(70-5706) 
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NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE iS HEREBY GIVEN that Mississippi Power & 
Light Company (“Mississippi”), an electric utility subsi- 
diary company of Middle South Utilities, a registered 
holding company, has filed a declaration with this Com- 
mission pursuant to the Public Utility Holding Company 
Act of 1935 (““Act’’), designating Sections 6(a) and 7 of 
the Act and Rule 50 promulgated thereunder as applicable 
to the following proposed transaction. All interested par- 
ties are referred to said declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


Mississippi proposes to issue and sell at competitive bid- 
ding, $25 million principal amount of its First Mortgage 
Bonds % Series. The interest rate, which shall be a 
multiple of 1/8 of 1%, and the price, which shall be not 
less than 100% nor more than 102.75% of the principal 
amount thereof, will be determined by competitive bid- 
ding. Not later than the third business day preceeding 
the day fixed for the presentation and opening of bids, 
Mississippi will determine, and will notify prospective 
bidders of, the date on which the bonds are to mature, 
which date shall be not less than five years nor more 
than thirty years from the date of issuance of the bonds. 
The bonds will be issued under the company’s Mortgage 
and Deed of Trust dated as of September 1, 1944 (“‘In- 
denture’’) between Mississippi and Irving Trust Company, 
Trustee, as heretofore supplemented and as to be further 
supplemented by a Seventeenth Supplemental Indenture 
to be dated as of September 1, 1975. Such Supplemental 
Indenture will include a prohibition until September 1, 
1980 (September 1, 1979, if the maturity date of the 
bonds is September 1, 1980), against refunding such bonds 
through the use, directly or indirectly, of funds borrowed 
by the company at an effective interest cost to the com- 
pany of less than the effective interest cost of the bonds. 


The declaration states that Mississippi will use the net pro- 
ceeds from the sale of bonds to repay short-term borrow- 
ings, and to finance, in part, the company’s 1975 construc- 
tion program (estimated at $60 million). 


A statement of the fees, commissions, and expenses incur- 
red or to be incurred in connection with the proposed trans- 
action will be supplied by amendment. It is stated that no 
State commission and no Federal commission, other than 
this Commission, has jurisdiction over the proposed trans- 
action. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 15, 1975, request in writing 
that a hearing be held on such matter, stating the nature of 
his interest, the reasons for such request, and the issues of 
fact or law raised by said declaration which he desires to 
controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air 
mail if the person being served is located more than 500 
miles from the point of mailing) upon the declarant at 
the above-stated address, and proof of service (by affidavit 
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or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
declaration, as filed or as it may be amended, may be per- 
mitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from its 
rules under the Act as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem appro- 
priate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hear- 
ing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19094/July 23, 1975 


in the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH ENERGY, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-5647) 


NOTICE OF POST-EFFECTIVE AMENDMENT PRO- 
POSING ISSUANCE AND SALE OF ADDITIONAL 
COMMON STOCK BY SUBSIDIARY COMPANY TO 
HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that Middle South Utilities, 
Inc. (“Middle South’’), a registered holding company, 

and Middle South Energy, Inc. (““MSEI*’), an electric utility 
subsidiary of Middle South, have filed a post-effective 
amendment to their previously amended application-declar- 
ation with this Commission, pursuant to the Public Utility 


Holding Company Act of 1935 (“‘Act’’), designating Sections 


6(a), 7, 9(a), 10 and 12(f) of the Act and Rules 43 and 
50(a)(3) promulgated thereunder as applicable to the pro- 


posed transactions. All interested persons are referred to the 


amended application-declaration, which is summarized be- 


low, for a complete statement of the proposed transactions. 


MSEI proposes to issue and sell to Middle South (the hold- 


er of all of the issued and outstanding shares of MSEI’s com- 


mon stock no par value per share), and Middle South pro- 
poses to acquire, 25,000 additional shares of MSEI’s com- 
mon stock, for an aggregate purchase price of $25,000,000 


in cash. Middle South and MSEI believe it preferable for the 


additional common stock to be sold at times coinciding 
with MSEI’s cash needs, which are primarily determined 
by the nature and pace of the construction work on its 
Grand Gulf Nuclear Electric Station near Vicksburg, 
Mississippi. Accordingly, the applicants-declarants request 
authority to consummate the proposed transactions at var- 
ious times through December 31, 1975. 











































It is stated that no State commission, and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transactions. It is further stated that no 
special or separate expenses are anticipated in connection 
with the issuance and sale of the common stock. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than August 18, 1975, request in 
writing that a hearing be held on such matter, stating the 
nature of his interest, the reasons for such request, and 
the issues of fact or law raised by said amended applica- 
tion-declaration which he desires to controvert; or he may 
request that he be notified if the Commission should order 
a hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request should be served 
personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) 
upon the applicants-declarants at the above-stated address, 
and proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. At 
any time after said date, the amended application-declara- 
tion, as filed or as it may be further amended, may be 
granted and permitted to become effective as provided in 
Rule 23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 thereof 
or take such other action as it may deem appropriate. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19095/July 23, 1975 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 01581 


(70-5699) 


ORDER AUTHORIZING AMENDMENT TO ARTICLES 
OF ORGANIZATION 


New England Power Company (‘“NEPCO”’), an electric 
utility subsidiary company of New England Electric Sys- 
tem (“NEES”), a registered holding company, has filed a 
declaration and an amendment thereto with this Commis- 
sion pursuant to Sections 6(a)(2), 7(e), and 12(e) of the 
Public Utility Holding Company Act of 1935 (’Act’’) and 
Rules 62 and 65 promulgated thereunder regarding the 
following proposed transaction. 
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NEPCO proposes to amend its Articles of Organization and 
Articles |, tll, 1V, and IX of its By-Laws to provide for the 
authorization of a new additional class of stock to be called 
Preferred Stock-Cumulative to rank on a parity with and 
have the same preferences and rights as the existing dividend 
series preferred stock but with a par value of $25 rather 
than $100. Each series of preferred stock-cumulative would 
be designated “Cumulative Preferred Stock, $25 par value, 
% Series." Whenever any vote of the preferred stock 
would affect only dividend series preferred stock, the divi- 
dend series would vote as a single class. Whenever any vote 
of the preferred stock would affect only the preferred stock- 
cumulative, the preferred stock-cumulative would vote as 
a single class. In all other cases, the dividend series preferred 
stock and the preferred stock-cumulative would vote as 
a single class. The new preferred stock-cumulative would 
have one-quarter vote per share. 


NEPCO further proposes to submit the proposed amend- 
ments to its Articles of Organization and By-Laws to its 
stockholders at a special meeting of stockholders to be held 
on July 25, 1975. In connection therewith, NEPCO is soli- 
citing proxies from the holders of its dividend series pre- 
ferred stock through the use of solicitation material which 
sets forth the proposals in detail. The declaration states 
that the proposed amendments require the affirmative 
vote of two-thirds of the now outstanding 6% cumulative 
preferred stock and common stock voting as one class and 
the approval by two-thirds of the outstanding shares of 
dividend series preferred stock voting as a class. Since 
NEES, holder of all of the outstanding shares of NEPCO’s 
common stock has indicated that all such shares will be 
voted in favor of the proposed amendments, NEPCO is 
not soliciting the votes of the holders of the 6% cumula- 
tive preferred stock and common stock. 


The fees and expenses to be paid by NEPCO are estimated 
at $7,500, including service fees, at cost, of New England 
Power Service Company, a wholly-owned subsidiary of 
NEES, of $2,200. The Massachusetts Department of Pub- 
lic Utilities has authorized the proposed transaction. No 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 19060). Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary ; and that it is in the public interest and in the interest 
of investors and consumers that said declaration, as amend- 
ed, be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as 
amended, be, and it hereby is, permitted to become effec- 
tive forthwith, subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8857/July 17, 1975 


In the Matter of 


VANTAGE TEN-NINETY FUND, INC. 
P. O. Box 19027 
Washington, D. C. 20036 


(811-1666) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Vantage Ten-Ninety 
Fund, Inc. (““Applicant’’), registered under the Investment 
Company Act of 1940 (‘Act’) as an open-end diversified 
investment company, filed an application on June 26, 
1975, pursuant to Section 8(f) of the Act for an order 

of the Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All in- 
terested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant was organized as a Maryland corporation and 

has been registered under the Act since 1968. It engaged 
in a public offering of its shares of common stock from 

December 27, 1968 until September 27, 1971. 


Applicant represents that on December 5, 1974, it filed a 
petition with the Circuit Court for Baltimore City, Mary- 
land (““Court’’) seeking Court-supervised liquidation and 
dissolution. Such action was deemed necessary by the 
directors of Applicant because Applicant's records lacked 
correct addresses of shareholders holding in excess of a 
majority of Applicant’s shares. Therefore, a statutory 
liquidation and dissolution under Maryland corporate law 
could not be effected because of the requirement that two- 
thirds of all outstanding voting securities cast affirmative 
votes to effect such a dissolution. 


Subsequently, the Court ordered Applicant, after payment 
of all outstanding expenses, to distribute net assets to 
those shareholders for whom Applicant had current ad- 
dresses, such distribution representing their pro-rata inter- 
est in such net assets and to transmit the balance to the 
Comptroller of the State of Maryland as Administrator 

of the Maryland Uniform Disposition of Unclaimed Proper- 
ty Act, to be held and administered under such Act. 


Such distributions to shareholders and transfers to the 
Comptroller were effected as of June 13, 1975. The assets 
transferred to the Comptroller will be held in perpetuity 
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for the benefit of shareholders entitled thereto who may 
obtain their interest by filing an appropriate claim with 
the Comptroller of the State of Maryland. As a result of 
such transfers, Applicant represents that it conducts no 
business of any kind; it has minimal assets; and all of its 
liabilities have been satisfied. Applicant further represents 
that it intends to request the Court to revoke its corporate 
charter. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of the order the registration of such com- 
pany shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order 
ahearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued by the Commission follow- 
ing said date, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders is- 
sued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8858/July 18, 1975 


In the Matter of 


CONNECTICUT GENERAL LIFE INSURANCE 
COMPANY 

CG VARIABLE ANNUITY ACCOUNT | 

CG VARIABLE ANNUITY ACCOUNT I! 

COMPANION FUND, INC. 

COMPANION INCOME FUND, INC. 


and 


CG EQUITY SALES COMPANY 
Hartford, Connecticut 06152 





(812-3803) 


NOTICE OF APPLICATION PURSUANT TO SECTION 11 
OF THE ACT. FOR APPROVAL OF OFFERS OF Ex- 
CHANGE AND PURSUANT TO SECTION 6(c) OF THE 
ACT FOR AN ORDER OF EXEMPTION FROM SEC- 
TIONS 12(d)(1) AND 22(d) 


NOTICE IS HEREBY GIVEN that Connecticut General 
Life Insurance Company (“‘CG Life’), a Connecticut stock 
life insurance company, CG Variable Annuity Account |! 
(“VAA-I") and CG Variable Annuity Account II (“VAA- 
11’), separate accounts of CG Life registered under the In- 
vestment Company Act of 1940 (the “Act’’) as unit invest- 
ment trusts, Companion Fund, Inc. and Companion In- 
come Fund, Inc. (the “Funds’’) both open-end manage- 
ment investment companies registered under the Act, and 
CG Equity Sales Company (“Equity Sales’’), the principal 
underwriter of the VAA-I and VAA-II and a wholly-owned 
subsidiary of Connecticut General Insurance Corporation, 
the parent corporation of CG Life (collectively referred to 
as ““Applicants”) have filed an application on April 30, 
1975 and an amendment thereto on July 7, 1975, pursu- 
ant to Section 11 of the Act, for an order approving cer- 
tain offers of exchange and pursuant to Section 6(c) of 
the Act for an order of exemption from Sections 12(d)(1) 
and 22(d) of the Act. All interested persons are referred 
to the application on file with the Commission for a state- 
ment of the representations therein which are summarized 
below. 


CG Life has established, pursuant to Connecticut law, two 
separate accounts, VAA-I and VAA-II, for the purpose of 
holding assets attributable to individual and group variable 
annuity contracts issued by CG Life. To date, such assets 
have been invested exclusively in shares of Companion 
Fund, Inc. (“Companion Fund”), a management invest- 
ment company the investment adviser of which is CG In- 
vestment Management Company. The latter company is 
also a wholly-owned subsidiary of Connecticut General 
Insurance Corporation. 


By means of post-effective amendments to the registration 
statements under the Securities Act of 1933 (“1933 Act’’) 
for the individual contracts participating in VAA-! and 
VAA-II, CG Life has proposed to offer a new type of 
individual variable annuity contract (the “‘contract’’) 
which will permit an owner to have the assets supporting 
the reserve liabilities attributable to his contract invested 
in shares of Companion Fund, Companion Income Fund, 
Inc. (“Companion Income Fund”) or both during the per- 
iod prior to the commencement of annuity payments. CG 
Investment Management Company also acts as investment 
adviser to Companion Income Fund. 


In connection with the foregoing, there will be established 
in each of the two separate accounts (VAA-I and VAA-II) 
a Growth Division consisting of the Companion Fund 
shares allocated thereto and an Income Division consisting 
of the shares of Companion Income Fund allocated there- 
to. An owner of a contract will be entitled to select wheth- 
er payments are to be allocated to the Growth Division, 
the Income Division or both (‘accumulation transfer priv- 
ilege”’). As of the commencement of annuity payments, 
the value of the contract attributable to the Growth Divi- 
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sion will be applied to provide a variable annuity and the 
value attributable to the Income Division will be applied 
to provide a fixed-dollar annuity. At any time prior to 30 
days before the commencement of annuity payments the 
Owner may direct that all or part of the value of his con- 
tract attributable to one separate account division be trans- 
ferred to the other division provided that the minimum 
amount which may be transferred is $500 or the entire 
value, if less. CG Life reserves the right to limit the num- 
ber of such transfers to two in any one-year period and 
the maximum amount that may be transferred in any 
calendar month and will deduct a transfer charge of $5 
from any amount transferred pursuant to the accumula- 
tion transfer privilege (‘‘transfer charge’’). In addition, any 
time within 30 days prior to the commencement of annui- 
ty payments the owner may elect to have all or part of the 
value of his contract held in the Growth Division applied 
to provide a fixed-dollar annuity or all or part of the In- 
come Division value applied to effect a variable annuity 
without charge (the right to make the latter election is 
referred to herein as the “annuity date transfer privilege’). 


Section 11 


Section 11(a) makes it unlawful for any registered open-end 
company or principal underwriter therefor to make an offer 


to the holder of a security of such company or of any other 
open-end investment company to exchange its security for 
a security in the same or another such company on any 
basis other than the relative net asset values of the respec- 
tive securities to be exchanged unless the terms of the offer 
have first been submitted to and approved by the Commis- 
sion. Section 11(c) of the Act provides that, irrespective of 
the basis of exchange, the provisions of subsection (a) shall 
be applicable to any type of offer of exchange of the secur- 
ities of registered unit investment trusts for the securities 
of any other investment company. 


Although Applicants consider that transfers pursuant to the 
accumulation and annuity date transfer privileges would 
not appear to involve any exchange of a security of a regis- 
tered unit trust for the security of any other investment 
company, Applicants are requesting an order pursuant to 
Section 11 approving the transfer privilege to avoid any 
question that might be raised. Applicants assert that the 
transfer privileges discussed in the application and sum- 
marized herein are consistent with the policy of Sections 
11(a) and (c) and would benefit contract owners. 


Applicants state that the policy underlying Section 11 (a) 


would not be violated by Commission approval of the trans- 


fer privileges since no portion of the transfer charge is in- 
tended to cover sales expense and no attempt will be made 
by Applicants to induce contract owners to make transfers 
and no compensation will be paid to any agents in connec- 
tion with a transfer. Applicants also state that the transfer 
charge is designed to cover the cost of certain administra- 
tive functions associated with a transfer and that the cost 
of such functions will equal or exceed $5. Applicants sub- 


mit that there is no reason to prevent imposition of a reason- 


able transaction charge when a transfer is made pursuant to 
the accumulation transfer privilege. 


According to Applicants, the requirement of approval of all 
exchanges described in Section 11(c) of the Act appears to 
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have been designed to avoid possible unfairness in ex- 
changes subject to that provision. Applicants represent 
that the transfer privileges, which are designed to allow 
each contract owner to modify his prior allocation of 
purchase payments between investment media in light of 
his personal changing needs and evolving economic condi- 
tions, involve no element of unfairness. 


In addition to its right to limit unilaterally transfers pur- 
suant to the accumulation transfer privilege to not less than 
two in any one-year period, CG Life has undertaken to im- 
pose any such limitation which may be recommended after 
a vote of a majority of the directors of Companion Fund or 
Companion Income Fund or a majority of the directors of 
either Fund who are not interested persons of such Fund 
and to provide periodically information, which the boards 
of such Funds will consider, necessary to evaluate whether 
such a recommendation should be made. 


Section 12(d)(1) 


Section 12(d)(1)(A) of the Act provides in pertinent part 
that it shall be unlawful for a registered investment com- 
pany (the “‘acquiring company”) to purchase or otherwise 
acquire any security of another investment company (the 
“acquired company”) if immediately thereafter the acquir- 
ing company owns in the aggregate (i) more than 3 percent 
of the total outstanding voting stock of the acquired com- 
pany, (ii) securities issued by the acquired company having 
an aggregate value in excess of 5 percent of the value of the 
acquiring company’s total assets, or (iii) securities issued by 
the acquired company and all other investment companies 
(other than the acquiring company’s treasury stock) having 
an aggregate value in excess of 10 percent of the value of 
the total assets of the acquiring company. 


Section 12(d)(1)(B) of the Act provides in pertinent part 
that it shall be unlawful for any registered open-end invest- 
ment company (the “acquired company”) knowingly to 
sell or otherwise dispose of any security issued by such com- 
pany to any other investment company (the “‘acquiring 
company”’) if immediately thereafter (i) more than 3 per- 
cent of the total outstanding voting stock of the acquired 
company is owned by the acquiring company, or (ii) more 
than 10 percent of the total outstanding voting stock of 
the acquired company is owned by the acquiring company 
and other investment companies. 


Subsection (E) of Section 12(d)(1) of the Act provides an 
exemption from the provisions of subsections (A) and (B) 
for securities purchased or acquired by registered unit in- 
vestment trusts, such as VAA-I and VAA-II, subject to two 
conditions: (i) the depositor of or principal underwriter 
for such registered unit investment trust is a broker or deal- 
er registered under the Securities Exchange Act of 1934, or 
a person controlled by such broker or dealer, and (ii) such 
security is the only investment security held by such regis- 
tered unit investment trust, or such securities are the only 
investment securities held by such registered unit invest- 
ment trust which is the issuer of two or more classes or 
series of securities each of which provides for the accumul- 
tion of shares of a different investment company. 


Applicants anticipate that the purchases of shares of Com- 
panion Fund and Companion Income Fund by VAA-I and 
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VAA-II will exceed the limitations of Sections 12(d)(1)(A) 
and (B), but consider that they are exempted from such 
limitations by subsection (E). However, Applicants state 
that literally the conditions of clause (ii) of subsection (E) 
do not appear to be satisfied in that clause (ii) contemplates 
the situation where securities of two or more investment 
companies are accumulated by a registered unit investment 
trust, each such security being accumulated pursuant to 
provisions of separate classes or series of securities issued 
by such trust, while under Applicants’ proposal, accumula- 
tion of the securities of two different investment compan- 
ies will be pursuant to the terms of one class or series of 
securities, the contracts, participating in each account. 
According to Applicants, this variance from the language 
of clause (ii) is only a difference in form and, for purposes 
of subsection (E), the right of contract owners to allocate 
payments and transfer contract values for investment in 
shares of either Companion Fund or Companion Income 
Fund pursuant to a single contract should be viewed as 
equivalent to a series trust’s investment in two investment 
company securities pursuant to separate securities issued 
by such trust. However, to remove any doubt in this re- 
gard, Applicants request exemption from the provisions 

of Section 12(d)(1) of the Act to the extent necessary to 
permit VAA-I and VAA-II to invest in Companion Fund 
and Companion Income Fund shares without regard to 

the limitations of subsections (A) and (B). 


Applicants represent that the insurance features of the 
contract to be offered by CG Life are the same whether 
investments are made in shares of Companion Fund, Com- 
panion Income Fund, or both, and that use of a single 
contract avoids the needless expense of issuing two con- 
tracts, one providing for investment in shares of Compan- 
ion Fund and the other in shares of Companion Income 
Fund. Applicants state that no purpose would be served 
by requiring the issuance of two contracts when an iden- 
tical result can be obtained by incorporating the relevant 
provisions in a single contract. 


Section 22(d) 


Section 22(d) of the Act provides in pertinent part that no 
registered investment company or principal underwriter 
thereof shall sell any redeemable security to the public ex- 
cept at a current public offering price described in the pro- 
spectus. In connection with the transfer privileges describ- 
ed above, all or specified portions of the contract values 

may be transferred between separate account divisions with- 
out charge in the case of the annuity date transfer privilege 
and subject only to the transfer charge in the case of the ac- 
cumulation transfer privilege. 


Section 22(d) excepts from its coverage sales made “pursu- 
ant to an offer of exchange permitted by Section 11....” 
However, Applicants state that an exemption from Section 
22(d) may be necessary since the “exchange” would not be 
included among those permitted by the terms of Section 11, 
but rather would be permitted by Commission order. Ac- 
cordingly, Applicants request to the extent deemed neces- 
sary an exemption from Section 22(d) to permit, in connec- 
tion with the transfer provisions described above, the trans- 
fer of amounts from one separate account division to the 
other without a sales charge. 





Applicants note that Section 22(d) appears to have been 
designed, in part, to assure orderly distribution of redeem- 
able securities of investment companies and to prevent un- 
fair price differentials among members of the public. They 
represent that the orderly distribution of the contracts will 
not be disrupted by not imposing a sales load upon transfer 
since the transfer privileges are not exercisable during the 
contract distribution process or simultaneously with the 
sale of a contract. Nor will the exemption create any unfair 
price discrimination according to Applicants. They state 
that full sales charges will already have been deducted from 
the payments the owner makes to VAA-! or VAA-II before 
either transfer provision is utilized. Elimination of the sales 
charge in connection with transfers between separate ac- 
count divisions will avoid, according to Applicants, an un- 
necessary and inequitable culmination of sales charges when 
no sales expense has been incurred in connection with such 
transfers. 


Section 6(c) 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, by order upon application, conditionally or un- 
conditionally exempt any person, security, or transaction, 
or any class or classes of persons, securities, or transactions, 
from any provision or provisions of the Act or of any rule 
or regulation thereunder, if and to the extent that such ex- 
emption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 12, 1975 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on 
the matter accompanied by a statement as to the nature of 
his interest, the reason for such request and the issues of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being served 

is located more than 500 miles from the point of mailing) 
upon Applicants at the address stated above. Proof of ser- 
vice (by affidavit or in case of an attorney at law by certi- 
ficate) shall be filed contemporaneously with the request. 
As provided by Rule 0-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the Applica- 
tion will be issued as of course following such date unless 
the Commission thereafter orders a hearing upon request 
or upon the Commission’s own motion. Persons who re- 
quest a hearing, or advice as to whether a hearing is order- 
ed, will receive any notices and orders issued in this matter 
including the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment. Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8859/July 18, 1975 


in the Matter of 


KIKIKTAGRUK INUPIAT CORPORATION 
Box 333 
Kotzebue, Alaska 99752 


ARCTIC AMUSEMENT CO., INC. 
Box 93 
Kotzebue, Alaska 99752 


MUTUAL ENTERPRISE, INC. 
Box 93 
Kotzebue, Alaska 99752 


DONALD FERGUSON 

c/o Arctic Amusement Co., Inc. 
Box 93 

Kotzebue, Alaska 99752 


812-3801 


NOTICE OF APPLICATION PURSUANT TO SECTION 
17(b) OF THE INVESTMENT COMPANY ACT FOR AN 
ORDER EXEMPTING A PROPOSED TRANSACTION 
FROM SECTION 17(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Kikiktagruk Inupiat 
Corporation (“Kotzebue”), a closed-end management 
investment company registered under the Investment Com- 
pany Act of 1940 (“Act’’), Arctic Amusement Co., Inc. 
(“Arctic”), Mutual Enterprise Inc. (“Mutual”), and Donald 
Ferguson (“Ferguson”) (collectively, the ““Applicants”’), 
filed an application on April 28, 1975 pursuant to Section 
17(b) of the Act for an order of the Commission exempt- 
ing from the provisions of Section 17(a) of the Act the pro- 
posed purchase by Kotzebue from Mutual and Arctic of 
certain real estate located in Kotzebue, Alaska. All interest- 
ed persons are referred to the application on file with the 
Commission for a statement of the representations contain- 
ed therein, which are summarized below. 


Kotzebue is one of the more than 200 Alaska corporations 
that have been organized under authorization of the Alaska 
Native Claims Settlement Act of 1971 1/ (“Settlement Act”’ 
and ““ANCSA Corporations,” respectively). As one of the 
so-called ‘’Village Corporations”, Kotzebue represents Alas- 
ka Natives residing in the Village of Kotzebue, which is lo- 
cated in the NANA Region, for which the NANA Regional 
Corporation (“NANA”), also a registered investment com- 
pany, is the regional corporation. All shareholders and all 
members of the board of directors of Kotzebue are Alaska 
Natives residing in the Village of Kotzebue. As of March 10, 
1975, 198,200 shares of the common stock of Kotzebue 
were outstanding, held by 1982 stockholders. As of Decem- 
ber 31, 1974, Kotzebue had total assets of $2,618,539, of 
which $2,561,015 consisted of investment securities, as de- 
fined in Section 3(a)(3) of the Act. 2/ On October 9, 1974, 
Kotzebue registered under the Act, thereby qualifying for 
the relief provided by Rule 6c-2(T), 3/ which was adopted 
by the Commission to exempt ANCSA Corporations regis- 
tering pursuant to Section 8(a) from all but the most essen- 
tial provisions of the Act. 4/ 
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On January 24, 1975, Kotzebue and Arctic entered into 
an option agreement (the “Option Agreement”) pursuant 
to which Kotzebue would purchase from Arctic certain real 
property located in the Village of Kotzebue at a purchase 
price of $275,000. In addition, Kotzebue paid $5000 to 
Arctic as consideration for the option, and has elected to 
exercise it. 5/ 


The property which is the subject of the proposed transac- 
tion, recorded as Lot 9, Block 2, U. S. Survey No. 2863, is 
situated in the commercial district of the Village of Kotze- 
bue, and consists of a building known as the Eskimo Build- 
ing, and the land upon which it sits. The unimproved land 
amounts to approximately 16,225 square feet, and the 
building contains approximately 11,800 square feet of 
apartment space, with a full unfinished basement. Kotzebue 
plans to renovate the building for office space and other 
types of commercial use. 


Section 17(a) of the Act, in pertinent part, provides that it 
shall be unlawful for any affiliated person of a registered 
investment company, or any affiliated person of such a per- 
son, acting as principal, knowingly to sell to or purchase 
from such registered company any security or other proper- 
ty. Section 2(a)(3)(D) of the Act, in pertinent part, defines 
an affiliated person of another person to include any direc- 
tor of such other person. Ferguson is an officer, director 
and owner of approximately one-third of the common 
stock of Mutual, which owns 91.8 percent of the outstand- 
ing common stock of Arctic; Ferguson was a director of 
Kotzebue at the time the Option Agreement was entered 
into. Thus, Arctic and Mutual may be deemed affiliated 
persons of a person (Ferguson) affiliated with a registered 
investment company (Kotzebue), and hence the proposed 
sale of the property by Mutual and Arctic to Kotzebue 
comes withjn the purview of Section 17(a). 6/ 


Section 17(b) of the Act, in pertinent part, provides that 
the Commission, upon application, may exempt a proposed 
transaction from the provisions of Section 17(a) if evidence 
establishes that the terms of the proposed transaction, in- 
cluding the consideration to be paid or received, are reason- 
able and fair and do not involve overreaching on the part of 
any person concerned and that the proposed transaction is 
consistent with the policy of each registered investment 
company and the general purposes of the Act. 


Applicants maintain that the terms of the proposed transac 
tion are fair and reasonable and do not involve overreaching 
on the part of Kotzebue, Arctic, Mutual, or Ferguson. In 
support of the fairness of the proposed purchase price, Ap- 
plicants have submitted a certified appraisal of the proper- 
ty made by an independent real estate appraiser from Fair- 
banks, Alaska. The appraisal sets forth the assumptions and 
limiting conditions affecting the analysis, opinions, and con- 
clusions drawn therein. It is based upon the assumption that 
the “highest and best use” 7/ of the building would be as re 
tail and office space, with an alternative use as apartments. 
Since the property is located in a remote area, where no 
comparable real estate transactions have occurred against 
which to measure the valuation, the appraisal was predicated 
upon the income which could be generated by the building, 
or, alternatively, the estimated replacement cost of the builé 
ing. Under the projected income approach, the appraisal 
assumes a mortgage interest rate of 11%, a mortgage term of 
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20 years, and a loan/value ratio of 75%. With a net annual 
income computed at $194,928.77 and an income projec- 
tion period of ten years, the indicated market value of the 
building after renovation is placed at approximately $1,435,- 
000. The cost to rehabilitate the building, projected at 
$1,102,234, is deducted from the estimated market value 
after renovation to derive an indicated present worth of the 
building of approximately $330,000. 


Under the cost approach the cost to reproduce the build- 

ing, estimated at $254,825, is added to the value of the land, 
appraised at $39,879, to produce an approximate value of 
the property of $295,000. The income approach, which re- 
sulted in a value of $330,000 is then reconciled with the 

cost approach, which resulted in a value of $295,000, to 
produce a final appraisal value of $315,000. 


Applicants have provided a copy of a letter of commitment 
from the Alaska Command Federal Credit Union to Kotze- 
bue in which the credit union agrees to provide financing in 
the amount of $960,000 for the purchase and renovation of 
the building, predicated on a projected cost of $1,600,000. 
While it is indicated that Kotzebue plans to occupy approxi- 
mately two-thirds of the building, Applicants have provided 
alist of persons representing various governmenta! agencies, 
including the United States Post Office, who have been con- 
tacted by Kotzebue as prospective tenants in the Eskimo 
Building upon consummation of the proposed purchase and 
renovation. 


Thus, Applicants represent that the proposed purchase price 
is supported by the need which Kotzebue has for office 
space and/or the general demand for rental space in the 
community. It is represented that the Village of Kotzebue is 
in an area of anticipated growth which may be expected to 
occur in the foreseeable future because of the potential for 
development of rich mineral resources in the region, partic- 
ularly oi! and gas reserves and copper deposits. 


It is represented that environmental conditions in the area 
in which the Village of Kotzebue is located make it neces- 
sary that renovation of the building commence at the ear- 
liest possible moment, before the building season is over. 

In view of these factors it is found that an abbreviated no- 
tice period is appropriate. To assure that interested persons 
are given an opportunity to request a hearing in the matter, 
applicants have undertaken (1) to post, at the earliest pos- 
sible date after the date hereof, but not later than July 22, 
1975, a copy of this notice in the United States Post Office, 
Kotzebue, Alaska 99752, and (2) to make available to inter- 
ested persons, at the earliest possible date after the date 
hereof, but not later than July 22, 1975, a copy of the ap- 
plication and all exhibits thereto, including the appraisal, 

at the office of Kotzebue, located in the Nul-Luk-Vik 

Hotel, Kotzebue, Alaska 99752. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 6, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 









Washington, D. C. 20549. A copy of such request shall 
be served personally or by mail (air mail if the person be- 
ing served is located more than 500 miles from the point 
of mailing) upon Applicants at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the application will be issued as of course follow- 
ing August 6, 1975, unless the Commission thereafter 
orders a hearing upon request or upon the Commission’s 
own motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ 85 Stat. 688. The purpose of the Settlement Act is to 
provide compensation to Alaska’s native Indian Aleut and 
Eskimo population (‘Alaska Natives”’) for their relinquish- 
ment of aboriginal claims to land in the State of Alaska. 
This purpose has been implemented by the creation of ap- 
proximately 225 Native-owned and managed corporations 
to receive, distribute, hold and administer the extensive 
land grants, mineral rights, cash and mineral revenues 
which constitute the settlement. The ANCSA Corporations 
consist of twelve “Regional Corporations”, representing 
the Alaska Natives residing in twelve geographical districts 
designated by the Department of the Interior, and more 
than 200 “Village Corporations” within these districts, each 
representing Alaska Natives residing in a village. An estima- 
ted 175 of these entities are investment companies within 
the meaning of Section 3(a) of the Act because they have 
received significant amounts of the cash portion of the 
settlement in advance of taking title to the land and sub- 
surface mineral interests, and have invested the cash in se- 
curities. Section 3(a)(1) defines “investment company” as 
any issuer which is or holds itself out as being engaged pri- 
marily, or proposes to engage primarily. in the business of 
investing, reinvesting, or trading in securities. Section 3(a) 
(3) defines “investment company” as any issuer which is 
engaged or proposes to engage in the business of investing, 
reinvesting, owning, holding or trading in securities, and 
Owns or proposes to acquire investment securities having a 
value exceeding 40 percent of the value of such issuer's 
total assets (excluding Government securities and cash 
items) on an unconsolidated basis. 


2/ Section 3(a)(3) defines “investment securities” to in- 
clude all securities except (A) Government securities, (B) 
securities issued by employees’ securities companies, and 
(C) securities issued by majority-owned subsidiaries of the 
owner which are not investment companies. 


3/ Investment Company Act Release No. 8251, February 
26, 1975. 


4/ Rule 6c-2(T) exempts all ANCSA Corporations register- 


ing pursuant to Section 8(a) from all provisions of the Act 
except Sections 9, 17, 36 and 37. 
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5/ The option had expired prior to the filing of the appli- 
cation, but the Applicants have, in effect, renewed the 
agreement by mutual consent. As of the date hereof the 
only written document memorializing the agreement is the 
Option Agreement. The making of this agreement may it- 
self have been subject to Section 17(a) of the Act. This as- 
pect of the transaction has, however, been treated as part of 
the larger transaction. 


6/ A further basis for finding Section 17(a) jurisdiction 
over the proposed transaction arises from the fact that one 
of Ferguson’s brothers (Ray Ferguson), who also owns a 
one-third interest in Mutual, is a director of NANA, which, 
as the regional corporation for the district in which Kotze- 
bue is located, exercises a significant degree of control over 
Kotzebue and may be deemed a controlling person of Kot- 
zebue within the meaning of Section 2(a)(3)(C) of the Act. 
Thus, the proposed transaction involves the sale by affili- 
ated persons (Mutual and Arctic) of a person (Ray Fergu- 
son) affiliated with a registered investment company 
(NANA) to a company controlled by such registered invest- 
ment company (Kotzebue). 


7/ The appraisal defines “highest and best use” as that use 
which, at the time of appraisal, is most likely to produce 
the greatest net return to the land and/or building over a 
given period of time. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8860/July 18, 1975 


In the Matter of 


SCHICK INVESTMENT COMPANY 
1901 Avenue of the Stars 

Los Angeles, California 90067 
(812-3795) 


NOTICE OF FILING OF APPLICATION UNDER SEC- 
TIONS 6(c) AND 6(e) FOR AN ORDER OF TEMPOR- 
ARY EXEMPTION FROM SECTION 7 AND CERTAIN 
OTHER PROVISIONS 


NOTICE IS HEREBY GIVEN that Schick Investment Com- 
pany (“Applicant”), a Delaware corporation, has applied 
pursuant to Sections 6(c).and 6(e) of the Investment Com- 
pany Act of 1940 (“Act”) for an order of the Commission 
temporarily exempting it from Section 7 and certain other 
provisions of the Act. Applicant, in requesting such tempor- 
ary exemption, has agreed that Applicant and other per- 
sons in their transactions and relations with it shall be sub- 
ject to all provisions of the Act and the respective Rules and 
Regulations promulgated under each of such provisions as 
though Applicant were a registered investment company, 
other than Section 7 and the following: Section 8; subsec- 
tion (a) of Section 10; subsection (a)(2) of Section 13; sub- 
sections (a) and (d) of Section 17 (to the extent described 
below); subsections (f), (g) and (h) of Section 17; Section 
30 (except subsection (f) thereof); Section 31; and Section 
32 of the Act and the Rules and Regulations thereunder. 
All interested persons are referred to the application on file 
with the Commission for a statement of Applicant’s repre- 
sentations. 
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Applicant requests a temporary exemption from the pro; 
visions of Sections 17(a) and (d) of the Act with respect 
to certain transactions, each of which, Applicant asserts, 
is in accordance with Applicant's established and existing 
practices and because Applicant asserts that deviating from 
such practices during the pendency of the application 


would be an undue burden. Such transactions are as follows: | 


(A) the sharing of Applicant's corporate facilities with Fraw. 
ley Enterprises, Inc. and Schick Incorporated (affiliated 
companies of Applicant), and the sharing of the expenses 
pertaining to the shared facilities including rentals and 
amortization and depreciation of leasehold improvements 
and furnishings, (B) the sharing of and reimbursement for 
certain administrative expenses, including salaries of offi- 
cers and other administrative and clerical employees, among 
Applicant, Frawley Enterprises, Inc. and Schick Incorpor- 
ated, (C) the leasing of certain premises owned by Appili- 
cant to Mel Hardman Productions, Inc. (a majority-owned 
subsidiary) and its subsidiary, Sun Classic Pictures, Inc., (D) 
the lending of funds by Applicant to Frawley Enterprises, 
Inc. against the borrower’s demand notes at interest not ex- 
ceeding 10% per annum, provided that the principal bal- 
ance of such notes at any time outstanding shall not exceed 
$640,000, which represents the largest principal amount of 
such loans from Applicant to Frawley Enterprises since De- 
cember 31, 1973, and which principal balance currently is 
$559,000, (E) the lending of funds by Applicant to Mel 
Hardman Productions, Inc. and/or Sun Classic Pictures, 
Inc. against the borrower’s demand notes at interest not ex- 
ceeding 10% per annum, provided that the principal amount 
of such notes.at any time outstanding shall not exceed 
$300,000, (F) an arrangement with Frawley Enterprises, 
Inc.’s bank to the effect that cash balances of Applicant 
and Schick Incorporated as well as Frawley Enterprises, 
Inc., and their respective subsidiaries, may be used to satis- 
fy the compensating balances requirement pertaining to 
Frawley Enterprises, Inc.’s bank debt, but which does not 
restrict the employment by Applicant of any funds which 
it may from time to time have on deposit with Frawley En- 
terprises, Inc.’s bank, and (G) the participation of Appli- 
cant and its subsidiaries as participating employers under 
Frawley Enterprises, Inc.’s Thrift and Profit Sharing Plan 
and its Employee Pension Plan. 


This request has been made as an amendment to an applice 
tion filed by Applicant pursuant to Section 3(b)(2) of the 
Act for an order of the Commission declaring that it is not 
an investment company. Section 3(b)(2) of the Act provides 
that the filing of an application thereunder shall exempt 
the applicant for a period of 60 days from ail provisions of 
the Act applicable to investment companies as such. 


The last business day before the expiration of the 60-day 
period of exemption provided in Section 3(b)(2) was on 
June 9, 1975. Applicant, which has not registered as an in- 
vestment company under the Act, has asked that it be ex- 
empted, as requested, from June 9, 1975 until the Commis 
sion has acted upon the application under Section 3(b)(2) 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 11, 1975, at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request, and the issues, if any, 


























of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or, in the case of an attorney- 
at-law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order disposing of 
the application will be issued as of course following said 

date unless the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Persons 

who request a hearing or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8861/July 18, 1975 


In the Matter of 


EVEREST FUND, INC. 

FIDELITY CONVERTIBLE & SENIOR SECURITIES 
FUND, INC. 

FIDELITY MANAGEMENT & RESEARCH COMPANY 

35 Congress Street 

Boston, Massachusetts 02109 

(812-3770) 


ORDER OF EXEMPTION PURSUANT TO SECTION 
17(b) OF THE ACT AND ORDER PURSUANT TO 
SECTION 17(d) OF THE ACT AND RULE 17d-1 
THEREUNDER 


Everest Fund, Inc. (““Everest’’) and Fidelity Convertible & 
Senior Securities Fund, Inc. (“Convertible”), open-end, di- 
versified, management investment companies registered 
under the Investment Company Act of 1940 (the “‘Act’’) 
and Fidelity Management & Research Company (“Fidel- 
ity”), the investment adviser to, and a shareholder of, Ever- 
est and Convertible filed an application on February 28, 
1975, and amendments thereto on April 21, 1975, and June 
18, 1975, pursuant to Section 17(b) of the Act, for an order 
of the Commission exempting from the provisions of Sec- 
tion 17(a) of the Act the merger of Convertible into Ever- 
est and, pursuant to Section 17(d) of the Act and Rule 17 
¢1 thereunder, for an order of the Commission permitting 
Fidelity to participate, as a principal, in the merger of Con- 
vertible into Everest. 


On June 23, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8831) of the filing of the application. 
The notice gave interested persons an opportunity to request 
ahearing and stated that an order disposing of the applica- 
tion might be issued on the basis of the information stated 
therein unless a hearing should be ordered. No request for a 
hearing has been filed and the Commission has not ordered a 


hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and fair 
and do not involve overreaching on the part of any person 
concerned, that the proposed transaction is consistent with 
the policies of Everest and Convertible and with the gener- 
al purposes of the Act. It is further found that the partici- 
pation of Everest and Convertible in the proposed transac- 
tion is consistent with the provisions, policies and purposes 
of the Act and that neither Everest’s nor Convertible’s par- 
ticipation is on a basis less advantageous than that of the 
participants. Accordingly, 


IT iS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed merger of Convertible into Everest be, 
and hereby is, exempted from the provisions of Section 
17(a) of the Act. 


IT iS FURTHER ORDERED, pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder, that the application to 
permit Fidelity to participate, as a principal, in the merger 
of Convertible into Everest be, and hereby is, granted, effec- 
tive forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8862/July 18, 1975 


In the Matter of 


THE PAUL REVERE LIFE INSURANCE COMPANY 
Worcester, Massachusetts 


and 


PAUL REVERE INVESTORS, INC. 
(812-2978) 


ORDER AMENDING EXISTING ORDER PURSUANT 
TO SECTION 17(d) OF THE INVESTMENT COMPANY 
ACT OF 1940 AND RULE 17d-1 


On April 17, 1975, an application was filed pursuant to 
Section 17(d) of the Act and Rule 17d-1 thereunder, by 
the Paul Revere Life Insurance Company (“Insurance Com- 
pany”) and Paul Revere Investors, Inc. (the “Fund”), a re- 
gistered closed-end investment company, for an order of 
the Commission amending a previous Commission order 
(the ““Order’’) issued on September 30, 1971 (Investment 
Company Act Release No. 6753), which permits an arrange- 
ment under which the Insurance Company and the Fund 
invest concurrently in all issues of securities suitable for 
purchase by the Fund that the Insurance Company or the 
Fund purchase at direct placement, so as to permit the 
Fund to elect not to participate in direct placements in 
which the Insurance Company wishes to invest when insuf- 
ficient cash is available to the Fund and the Fund's direc- 
tors have determined that liquidation of portfolio securities 
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to obtain cash to make the investment would not be in the 
best interests of the Fund. 


On June 16, 1975, a notice was issued (Investment Com- 
pany Act Release No. 8825) of the filing of the application. 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the par- 
ticipation of the Fund in the joint arrangement, as amended 
hereby, is consistent with the provisions, policies and pur- 
poses of the Act, and not on a basis different from or less 
advantageous than that of the other participant. According- 
ly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act, and 
Rule 17d-1 thereunder, that paragraph (3) of the Order is 
hereby amended to read as follows: 


““(3) All securities which the Insurance Company is prepar- 
ed to purchase at direct placement and which would be 
consistent with the investment policies of the Fund will be 
shares equally by the Insurance Company and the Fund un- 
less 


(a) 85% or more by value of the assets of the Fund are in- 
vested, in accordance with the investment policies of the 
Fund, in long-term obligations or preferred stocks purchas- 
ed directly from the issuers or in equities acquired either in 
connection with such purchases or as a result of the exer- 
cise of rights or other options so acquired, or 


(b) there is insufficient cash and cash equivalents to make 
the investment and (i) the investment adviser to the Fund 
has informed the Fund’s board of directors that in the ad- 
viser’s opinion it would not be in the best interests of the 
Fund to liquidate portfolio securities to obtain monies to 
make the investment, and (ii) the board of directors of the 
fund, with the specific concurrence of a majority of those 
directors who are not “interested persons” (as defined in 
the Act) of the investment adviser, nor affiliated persons of 
the Insurance Company, concur in the adviser’s opinion, or 


(c) the purchase by the Fund would be inconsistent with 
the provisions of this order, or 


(d) the Commission by order otherwise permits. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8863/July 22, 1975 


In the Matter of 


BEN FRANKLIN INCOME SECURITIES, INC. 
c/o W. Bruce McConnel, III 
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1100 Philadelphia National Bank Building 
Broad & Chestnut Streets 

Philadelphia, Pennsylvania 19107 
(811-2436) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRA. 
TION PURSUANT TO SECTION 8(f) OF THE ACT 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“Act’’), to declare by order upon its own mo 
tion that Ben Franklin Income Securities, Inc. (“Ben Frank. 
lin’’), registered under the Act as a closed-end investment 
company, has ceased to be an investment company as de- 
fined in the Act. 


Ben Franklin filed a Notification of Registration on Form 
N-8A and a Registration Statement on Form N-8B-1 on 
November 16, 1973. Ben Franklin also filed a Registration 


Statement under the Securities Act of 1933 on November | 


16, 1973, which was later withdrawn on January 24, 1974, 


The Commission’s records show that none.of Ben Frank- 
lin’s securities have ever been offered or sold, that Ben 
Franklin has never had any assets, and that it has never 
conducted any business as an investment company. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion or upon applice- 
tion, finds that a registered investment company has ceased 
to be an investment company, it shall so declare by order, 
and upon the effectiveness of such order, the registration 
of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 18, 1975, at 5:30 p.m. submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, and the reason for such request, and the issues, if 
any, of fact or law proposed to be controverted or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Ben Franklin at the address stated above. 
Proof of such service (by affidavit, or in case of an attor- 
ney-at-law, by certificate) shall be filed contemporaneous- 
ly with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order dis- 
posing of the matter will be issued as of course following 
said date, unless the Commission thereafter orders a hear- 
ing upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 








Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8864/July 25, 1975 


in the Matter of 


E. |. Du PONT de NEMOURS AND COMPANY 
Wilmington, Delaware 19898 
(812-3786) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 17(b) OF THE ACT FOR ORDER EX- 

EMPTING PROPOSED TRANSACTION FROM SEC- 

TION 17(a) 


NOTICE IS HEREBY GIVEN that E. |. du Pont de Ne- 
mours and Company (‘“Applicant”), a Delaware corpora- 
tion, has filed an application pursuant to Section 17(b) of 
the Investment Company Act of 1940 (“Act’’) for an order 
exempting from the provisions of 17(a) of the Act Appli- 
cant’s proposed assignment to Mitsui Petrochemical Indus- 
tries, Ltd. (“MPI”), a Japanese corporation, of certain Jap- 
anese patent rights, and grant of an exclusive license, with 
the right to grant sublicenses, to related technical informa- 
tion. All interested persons are referred to the application 
on file with the Commission for a full statement of the re- 
presentations therein which are summarized below. 


Christiana Securities Company (“Christiana”), a registered 
closed-end investment company, owns approximately 28.0% 
of the outstanding common stock of Applicant, which in 
turn owns 50% of the outstanding common stock of Mitsui 
Filuorochemicals Company, Ltd. (MFC) and Mitsui Poly- 
chemicals Company, Ltd. (MPC), both Japanese corpora- 
tions, with the remaining common stock outstanding of 
each of the Japanese corporations being owned by MPI. 
Under Section 2(a)(9) of the Act, Applicant, MFC and 

MPC are presumed to be controlled by Christiana and und- 
er Section 2(a)(3) of the Act, Applicant, MFC and MPC are 
affiliated persons of Christiana, and MPI is an affiliated per- 
son of MFC and MPC. 


Applicant states that MPI, a manufacturer of ethylene prod- 
ucts, polypropylene products and aromatic products, seeks 
to acquire from Applicant Japanese patent rights, and on 

an exclusive basis in Japan, technical information which it 
requires to manufacture and sell synthetic paper. 


Applicant and MPI have executed an agreement (the “‘agree- 
ment”) providing for assignment to MPI of patents relating 
to the manufacture of synthetic paper and the grant of an 
exclusive license, with the right to grant sublicenses, to re- 
lated technical information. 


Section 17(a) of the Act, in pertinent part, provides that it 
shall be unlawful for any affiliated person of a registered in- 
vestment company, or any affiliated person of such person, 
acting as principal, knowingly to sell to or purchase from 
such registered company or any company controlled by 
such company any security or other property. 


Section 17(b) of the Act provides that the Commission, 
upon application may exempt a proposed transaction from 
the provisions of Section 17(a) if evidence establishes that 
the terms of the proposed transaction, including the consid- 
eration to be paid or received, are reasonable and fair and 
do not involve overreaching on the part of any person con- 
cerned and that the proposed transaction is consistent with 





the policy of each registered investment company concern- 
ed and with the general purposes of the Act. 


Under the Agreement, as consideration for the patent rights 
and technical information relating to the manufacture of 
synthetic paper, MPI has agreed to pay Applicant $50,000, 
which is not returnable, and a royalty of one percent of 

the Net Selling Price as defined in the Agreement of all 
quantities used or sold by MPI or any MPI sublicensees 

that are (1) made, used, or sold under any unexpired patent 
or pending published patent application assigned in the 
agreement, or (2) made prior to the tenth (10th) anniver- 
sary of the effective date of the agreement employing Du 
Pont technical information and used and sold, provided 
that no royalties are due unless MP! or any MPI sublicensee 
engages in the commercial manufacture of synthetic paper 
within ten (10) years from the date of the agreement. The 
timing of the royalties payable under the agreement requires 
MPI to pay Applicant within sixty (60) days after the end 
of each calendar quarter until the expiry of the patents or 
before the tenth (10) anniversary of the effective date of 
the agreement, whichever is longer. 


Applicant submits that the royalty rate and other provi- 
sions of the proposed exclusive license and assignment be- 
tween Applicant and MP! were negotiated at arm’s length 
and are fair to both parties. Applicant asserts that the roy- 
alties payable on synthetic paper and the future rights to 
technology developed by MPI reasonably reflect the value 
of the patent, rights and technical information conveyed 
by the Agreement, and that the proposed transaction was 
approved by the Japanese governmental authorities on 
August 20, 1974. 


Applicant states that the proposed transaction is consistent 
with the investment policies of Christiana and with the gen- 
eral purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 19, 1975 at 5:30 p.m., submit 
to the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with 
the request. As provided by Rule 0-5 of the Rules and Regu- 
lations promulgated under the Act, an order disposing of 
the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing, or advice as to whether a hear- 
ing is ordered, will receive any notices and orders issued in 
this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 
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Litigation Release No. 6992/July 18, 1975 


SEC v. HYNES AND HOWES SECURITIES COMPANY 
(a.k.a. AMERICAN MANAGEMENT COMPANY), WILLIS 
A. SCHRAMPFER, JACK SILVERMAN AND JOHN R. 
HOWES 

(Southern District of lowa, Davenport Div., Civ. Action No. 
35-36-D) 


William D. Goldsberry, Administrator of the Chicago Re- 
gional Office, announced that on July 10, 1975 a complaint 
was filed and consent decrees entered by the Honorable 
William C. Hansen, U. S. District Judge for the Southern 
District of lowa, against defendants Hynes and Howes Se- 
curities Company (a.k.a. American Management Company), 
Willis A. Schrampfer, Jack Silverman and John R. Howes. 


The complaint alleged defendants had violated the antifraud 
provisions of the Securities Act of 1933 and the Securities 
Exchange Act of 1934 by means of untrue statements of 
material facts and omissions, concerning, among other 
things; (a) the market price of the securities of defendant 
Hynes and Howes Securities Company as well as the market 
price of the securities of the various companies affiliated 
with defendant Hynes and Howes Securities Company, and 
(b) the creation, domination and control of the market in 
the aforesaid securities by Hynes and Howes Securities Com- 
pany. 


The complaint also alleged defendants had violated or aided 
and abetted in violating Section 10(b) of the Securities Ex- 
change Act and Rule 10b-6 thereunder, which together pro- 
hibit certain persons who are interested in a distribution of 
securities from purchasing such securities during the distribu- 
tion. 


The complaint further alleged defendants had violated or 
aided and abetted in violating Section 15(c) of the Securities 
Exchange Act and Rule 15c1-8 thereunder, which together 
prohibit a broker-dealer who is participating or otherwise 
financially interested in the distribution of any security not 
admitted to trading on a national securities exchange from 
making representations to customers that such security is 
being offered to such customer “‘at the market”, while in 
fact, no market for such security exists other than that made, 
created or controlled by him. 


The defendants consented to the entry of final judgments of 
permanent injunctions prohibiting them from violating the 


aforementioned provisions of the Federal securities laws with- 


out admitting or denying the allegations in the Commission’s 
complaint. 





Litigation Release No. 6993/July 18, 1975 
SEC v. CONTINENTAL SILVER CORPORATION OF NE- 
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VADA, et al. 
(USCD Colo., Civ. Action No. 74-F-364) 


Robert H. Davenport, Administrator of the Denver Regional 
Office of the Securities and Exchange Commission announ- 
ced that on July 1, 1975 the Honorable Sherman G. Fine- 
silver, District Judge of the U. S. District Court for the Dis- 
trict of Colorado entered orders by consent permanently 
enjoining Louis C. Schiess and Jack Smock from selling un- 
registered securities in the form of silver investment agree- 
ments or any other security whatsoever absent an available 
exemption and from making any misleading statements or 
omitting material facts necessary in order to make the state- 
ments made in light of the circumstances under which they 
were made, not misleading with respect to the purchase or 
sale of any security. The orders also permanently enjoined 
both defendants from altering, destroying, or disposing of 
any books, records, documents, correspondence, funds or 
assets within their care, custody or control of defendants 
Continental Silver Corporation of Nevada, Continental Sil- 
ver Corporation of Colorado and Continental Silver Corpore- 
tion. The Commission agreed to dismiss that portion of the 
prayer of the Complaint asking for restitution and disgorge- 
ment against both defendants in view of accountings fur- 
nished to the Court by Schiess and Smock. 


The orders and stipulations stemmed from a complaint filed 
on April 22, 1974, charging Schiess and Smock, among 
others, with having violated the federal securities laws with 
respect to the offer for sale, sale, offer to purchase, and pur- 
chase of securities of Continental Silver Corporation of Ne- 
vada in the nature of silver investment agreements. For fur- 
ther information, see Litigation Releases 6393, 6346, 6338, 
6407 and 6604. 





Litigation Release No. 6994/July 18, 1975 


SEC v. AIRWAYS ENTERPRISES, INC., et al. 
(Civ. No. 75-2635 (SDNY)) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission announ- 
ced that the Honorable Lee P. Gagliardi, Judge, U. S. District 
Court, Southern District of New York entered an order of 
permanent injunction by consent against Gabriel T. Podlof- 
sky (‘Podlofsky”’) of New York, New York and San Juan, 
Puerto Rico, former president and director of Airways En- 
terprises, Inc. (“Airways”). Podlofsky, who consented to 
the entry of permanent injunction without admitting or 
denying the allegations of the Commission’s Complaint was 
enjoined from further violations of the antifraud, proxy and 
reporting provisions of the Securities Exchange Act of 1934. 


The Commission’s Complaint, filed on June 3, 1975, alleged 
that defendant Airways failed to disclose material facts and 
events in its proxy, periodic, quarterly and annual reports re 
quired to be filed with the Commission, including, among 
other things, the following: 


a. The improper certification of Airways financial state- 
ments for fiscal years 1972 and 1973; 


b. The assignment by Airways of virtually all its assets to 
secure past due debts; and 
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c. Airways’ participation in various inter-dealings with com- 
panies in which defendants Podlofsky and others had sub- 
stantial proprietary interests. 


The Commission’s Complaint also alleges that defendant 
Airways failed to file with the Commission its annual re- 
port on Form 10-K for fiscal year 1974 which was due on 
February 28, 1975 and its quarterly report on Form 10-0 
for the first quarter of 1975 which was due on April 15, 
1975. 


In addition to the injunctive relief against Podiofsky the 
Consent Judgment provides that Podlofsky be enjoined 

from holding position as an officer or director of Airways 
and Podiofsky be enjoined from voting, directly or indir- 
ectly, any shares of Airways which he presently owns, form- 
erly owned, shall own or acquire in which he has a benefi- 
cial interest, such order to remain in force and effect for 

one year or until lifted or otherwise limited by the Court. 





Litigation Release No. 6995/July 18, 1975 


SEC v. DREW NATIONAL CORPORATION, et al. 
(D.C. Civ. Action No. 75-1141) 


The Securities and Exchange Commission announced that 
on July 16, 1975, Judge John L. Smith, Jr., U. S. District 
Judge for the District of Columbia, entered orders in SEC 

v. Drew National Corporation, et al., permanently enjoining 
defendants Drew National Corporation (“DN”), its Presi- 
dent, Harold Aibel (“‘Aibel’’), and its Executive Vice-Presi- 
dent, Leigh J. Abrams (“Abrams”) from further violations 
of the antifraud, reporting and proxy solicitation provisions, 
defendant Drew National Leasing Corporation (“DNL”) 
from violations of the antifraud and reporting provisions, 
and DN’s Chairman of the Board, Norman Elson (“Elson”), 
from violations of the antifraud provisions of the Federal 
securities laws. 


The Commission’s Complaint alleges that financial state- 
ments were prepared for DN’s then approximately 80%— 
owned subsidiary, DNL, for its fiscal years ended August 
31, 1970 and 1971. These financial statements facilitated 
the sale by DN to IPM Technology, Inc., (“IPM”) in Sep- 
tember, 1971 of DN’s interest in its DNL common stock. 
The financials were false and misleading in that they ma- 
terially overstated DNL’s net income in 1970 and material- 
ly understated its net loss in 1971. The Complaint alleges 
these misstatements primarily were the result of a failure 
to adequately provide for the uncollectibility of amounts 
due under equipment leases and the improper recognition 
by DNL of revenues on certain lease contracts in 1970 and 
1971. 


The Complaint alleges that DN’s financial statements for its 
fiscal years ended August 31, 1970-1972 were false and mis- 
leading to the extent they incorporated DNL’s false finan- 
cial information. 


The Complaint further alleges that in May, 1972, after be- 
ing confronted with the fact that DNL’s financials were 

false, and faced with a recision of the transaction, defend- 
ants Aibel, Abrams and Elson sold shares of DN stock prior 
to the public announcement of the recision in June, 1972. 





The Consent Judgment requires DN to file with the Com- 
mission amendments to its financial statements for the fis- 
cal years ended August 31, 1970-1973. DN is also required 
to send to its shareholders, as part of or prior to its next 
annual report to shareholders, the aforesaid financial infor- 
mation. 


Aibel, Abrams and Elson are required to disgorge the aggre- 
gate sum of $20,000 into an escrow account within nine 
months. The account is to be maintained for the purpose 
of providing a fund for payment of adjudicated or settled 
claims arising out of their alleged insider trading. 


Aibel and Abrams, who currently are not practicing before 
the Commission in their professional capacities, have agreed 
to refrain from practicing before the Commission as an 
attorney and as an independent public accountant, respec- 
tively, for a period of six months. Abrams has further con- 
sented to attend at least 120 hours of courses in public ac- 
counting and auditing, of which not less than 60 hours 
shall be taken prior to his so practicing. 


The Judgment against DNL requires that a special agent be 
appointed by DNL to inquire into whether the company 
has any continuing operating viability, to determine wheth- 
er there are any outstanding cash advances from DNL to 
any of its former or current officers, directors of employ- 
ees, and to report on the company’s ability to comply with 
the reporting provisions of the Federal securities laws. 


All defendants consented to the entry of the injunction 
without admitting or denying the allegations of the Com- 
plaint. 





Litigation Release No. 6996/July 21, 1975 


SEC v. SOUTHWESTERN RESEARCH CORPORATION 
(District of Columbia Civ. Action No. 75-0401) 


The Securities and Exchange Commission (““Commission’’) 
announced that on June 12, 1975, U. S. District Court 
Judge Aubrey E. Robinson, Jr. filed a final order by con- 
sent permanently enjoining Southwestern Research Corpor- 
ation (“Southwestern”), City of Industry, California, from 
failing timely to file in proper form periodic reports in con- 
travention of Section 13(a) of the Securities Exchange Act 
of 1934 (“Exchange Act”) and rules thereunder. 


The order required Southwestern to file with the Commis- 
sion on or before July 15, 1975, its delinquent annual re- 
port on Form 10-K for its fiscal year ended May 31, 1974, 
and its delinquent quarterly reports on Form 10-0 for its 
fiscal quarters ended August 31, 1974, November 30, 1974 
and February 28, 1975 on or before July 31, 1975. 


The Commission suspended over-the-counter trading in the 
securities of Southwestern for one ten-day period beginning 
on March 20, 1975 and advised brokers and dealers that 
quotations in the securities of Southwestern subsequent to 
such trading suspension would be subject to the provisions 
of Rule 15c2-11 promulgated under Section 15(c)(2) of 
the Exchange Act. 
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Litigation Release No. 6997/July 21, 1975 


SEC v. FIRST AMERICAN BANK AND TRUST COM- 
PANY, et al. 
(D. ND Civ. No. 1088) 


Robert H. Davenport, Administrator of the Deriver Region- 
al Office, announced that on July 8, 1975 the Honorable 
Bruce M. Van Sickle, Judge of the U. S. District Court at 
Bismarck, North Dakota, entered a final judgment against 
First American Bank and Trust Company, Bismarck Invest- 
ment Corporation (both North Dakota corporations), Ro- 
bert M. Hart, Robert N. Campbell and Larry Sanders, all 
of Bismarck, North Dakota, permanently enjoining each of 
them from violating the antifraud provisions of the Securi- 
ties Act of 1933 in the offer or sale of securities of First 
American Bank and Trust Company or any other securities 
of any issuer. The defendants, without admitting or deny- 
ing the substantive allegations in the complaint, consented 
to the entry of the injunction. 


This Judgment provides that the Court reserves jurisdiction 
to consider a motion for the appointment of a receiver, 
whenever made; however, the defendants reserved the right 
to contest such a motion. 


The Commission had alleged in the amended complaint 
that, among other things, the defendants offered and sold 
certificates of deposit, savings deposits, and certificates of 
investment of the defendant Bank without disclosing it was 
insolvent and had earlier sold capital notes to trust accounts 
without appropriate disclosure that such notes were subor- 
dinate to the claims of the depositors of First American 
Bank and Trust Company. It was further alleged that the 
defendants misrepresented the safety, guaranteed and in- 
sured nature of the securities in question and the financial 
condition of the defendant Bank and failed to disclose self- 
dealing in assets of the Bank by the defendant Hart. For fur- 
ther details see Litigation Releases 5104 and 5367. 





Litigation Release No. 6998/July 21, 1975 


SEC v. FAIRFIELD COMMUNITIES LAND COMPANY, 
et al. 
(E.D. Ark.) 


Richard M. Hewitt, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
and Harvey L. Bell, Commissioner of the Arkansas Securi- 
ties Department, today jointly announced that Federal Dis- 
trict Judge Thomas Eisele at Little Rock, Arkansas, July 16, 
1975, entered orders of permanent injunction by consent 
against Fairfield Communities Land Company, George H. 
Jacobus, William R. Vowell, and C. Randolph Warner, Jr., 
all of Little Rock, and Fairfield Green Valley, Inc. and Neal 
T. Simonson, both of Tucson, Arizona. The Complaint was 
filed as a result of a joint investigation conducted by the 
staff of the Arkansas Securities Department and the Fort 
Worth Regional Office of the Securities and Exchange Com- 
mission. 


The orders of permanent injunction enjoin the defendants 
from further violations of the antifraud and registration pro- 
visions of the federal securities laws in the offer and sale of 
investment contracts, namely, condominiums, mobile and 
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modular homes and houses, generally called shelter units, 
coupled with leaseback agreements. The defendants con- 
sented to the entry of the injunctions without admitting 
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or denying the allegations in the Commission’s Complaint, ~ 
The Court order further directed Fairfield Communities Conn\ 
Land Company, Fairfield Green Valley, Inc., George H. West 
Jacobus, Neal T. Simonson, and C. Randolph Warner, Jr. the b 
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comply with appropriate exemptions from registration, violat 
substantially modify their sales activities, and restrict all 
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The Complaint alleges that Fairfield Communities Land tion c 
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The Complaint alleges that beginning in 1967, Fairfield The C 
Communities Land Company, Jacobus, Simonson, Vowell, terial 
and Warner acquired property at Fairfield Bay, Arkansas, Gibso 
and Fairfield Glade, Tennessee, for the purpose of creating | distrit 
resort communities and instituted a “free vacation” sales | pectec 
program which emphasized the purported economic bene- | extent 
fits to potential investors, and that the sales program was for us 
designed to induce prospective investors to purchase a lot tion sé 
and shelter unit which was simultaneously leased back pur- 
portedly to generate sufficient income to offset the mort- 
gage payments and give the investor a profit. Litiga 
i 
In addition, it is alleged that investors at Fairfield Bay and SEC 
Fairfield Glade were told that they would make a profit 5 be 
from the rapid appreciation of their shelter unit and couid ND. 
resell it through facilities located at each resort community. om 
The Complaint charges that investors were misled and de- oo 
ceived by, among other things, not being told that many erate 
previous investors were not receiving the rental income day th 
projected and many investors were experiencing great diffi- the Nc 
culty in reselling their shelter units. fendar 
The Complaint also charges that Fairfield Communities oe 
Land Company, Fairfield Green Valley, Inc., Jacobus, Si- Cm 
monson, Vowell, and Warner, since 1968, caused Fairfield The C 
Communities Land Company and Fairfield Green Valley, engage 
Inc. to offer and sell unregistered securities at Fairfield Bay, | pybjic 
Fairfield Glade, and Fairfield Green Valley, Arizona, name- stated 
ly, investment contracts evidneced by sheiter units (condo- missio: 
miniums, mobile and modular homes and houses), coupled ties Ac 
with leaseback agreements. Gofme 
Rule 1 
Litigation Release No. 6999/July 21, 1975 
Litigat 
SEC v. ALBERT F. GIBSON, et al. 
(USDC, MA) SEC v. 
(D.D.c 
Floyd H. Gilbert, Administrator of the Boston Regional 
Office of the Securities and Exchange Commission today The Cx 
announced that the Honorable W. Arthur Garrity, Jr., Judge , 
Judge of the U. S. District Court at Boston entered an trict of 
order, to which the defendants consented, permanently rod Or 
v. 











— 


enjoining Albert F. Gibson of 376 Tremont Street, Taun- 








ton, Massachusetts; Telemetrische Systeme Aktiengeschell- 
schaft, a Liechtenstein corporation, allegedly organized by 
Gibson; Byron W. Hodges of 47 Brooks Hill Road, Wolcott, 
Connecticut, and Peter J. Frey of 1560 Asylum Avenue, 
West Hartford, Connecticut, the president and chairman of 
the board, respectively, of H. F. Systems, Inc.; and H. F. 
Systems, Inc., a Connecticut corporation with offices at 
The Exchange, Farmington, Connecticut, from further 
violation of the Federal securities laws. 


The Complaint alleged, among other things, that the defend- 
ants violated the registration and antifraud provisions of the 
Federal securities laws in connection with a public distribu- 
tion of the common stock of H. F. Systems, Inc.; the com- 
mon stock of Telemetrische Systeme Aktiengeschellschaft; 
and “participating units” in a deposit at the Bank Robinson 
Ltd., Basil, Switzerland, said deposit allegedly consisting of 
25% of the capital stock of Telemetrische; shares of the 
common stock of H. F. Systems; and options of Gibson to 
purchase up to 25% of the common stock of H. F. Systems. 
The Complaint further alleged that misstatements and ma- 
terial omissions were made, concerning, among other things, 
Gibson's interest in H. F. Systems; Telemetrische’s rights of 
distributorship with respect to H. F. Systems’ products; ex- 
pected distributable profits or royalties to investors; and the 


| extent to which H. F. Systems products have been accepted 


for use by the public utilities industry. For further informa- 
tion see Litigation Release No. 6375. 





Litigation Release No. 7000/July 23, 1975 


SEC v. CARDIODYNAMICS, INC. (a.k.a. Vida Medical 
Systems), et al. 
(N.D. Ca.) 


Gerald E. Boltz, Regional Administrator of the Los Angeles 
Office, and Leonard H. Rossen, Associate Regional Admin- 
istrator of the San Francisco Branch Office, announced to- 
day the filing of a Complaint in the U. S. District Court for 
the Northern District of California, seeking to enjoin De- 
fendants Cardiodynamics, Inc. (““Cardiodynamics”’) and its 
Acting President, John W. Gofman, from further violations 
of Sections 5(a) and 5(c) of the Securities Act of 1933. 


The Complaint alleged that Cardiodynamics and Gofman 
engaged in a course of conduct resulting in an unregistered 
public distribution of Cardiodynamics stock. The Complaint 
stated that although Forms 144 were submitted to the Com- 
mission, indicating reliance on Rule 144 under the Securi- 
ties Act in connection with the sales, Cardiodynamics and 
Gofman were not in compliance with the conditions of 


Rule 144 regarding manner of sale and limitation of amount. 





Litigation Release No. 7001/July 24, 1975 


a v. STANDARD PRUDENTIAL CORPORATION, et al. 
D.C.) 



















The Commission announced today that on July 8, 1975, 
Judge Aubrey E. Robinson, U. S. District Judge for the Dis- 
trict of Columbia, entered an Amendment to the Judgment 
and Order of Permanent Injunction and Ancillary Relief in 
SEC v. Standard Prudential Corporation, et al. (“S-P”’), 


(D.D.C. 75 Civil Action No. 0537). 


According to the Amendment, S-P’s committee of three 
persons whose task, among others, is to prepare a plan with- 
in thirty days after its formation for the disposal of a block 
of shares of Talcott National Corporation presently held 

by Talcorp, Inc., shall consist of two independent directors 
of S-P and one person who may be affiliated with one of 
S-P’s subsidiaries. (Under the original Judgment, two per- 
sons were to be independent directors of S-P while the 
third person was to be unaffiliated with S-P). 


S$P’s Board of Directors has appointed Harold S. Miner and 
Walter Feldesman, both of whom are independent directors 
of SP, and Eugene T. Rossides who is an independent di- 
rector of Sterling National Bank, an S-P subsidiary, as mem- 
bers of the committee. 


The Commission, on July 15, 1975, has assented to the 
composition of the committee, signifying commencement 
as of such date of the thirty-day period in which the com- 
mittee is to prepare a plan for disposal of Talcott National 
Corporation’s stock held by Talcorp, Inc. 





Litigation Release No. 7002/July 24, 1975 


SEC v. SANITAS SERVICE CORPORATION, et al. 
(D.D.C.) 


The Commission announced today that on July 18, 1975, 
Judge Howard F. Corcoran, U. S. District Court Judge for 
the District of Columbia, entered a Judgment in SEC v. 
Sanitas Service Corporation, et al., permanently enjoining 
defendant Alan R. Carp from vilalting the antifraud, report- 
ing and proxy solicitation provisions (Sections 10(b), 13(a) 
and 14(a)) of the Securities Exchange Act of 1934, as 
amended, and Rules 10b-5, 13a-1, 13a-13 and 14a-9 there- 
under, by issuing and disseminating and causing Sanitas to 
issue and disseminate to shareholders and the investing pub- 
lic and causing to be filed with the Commission false and 
misleading annual and periodic reports, proxy materials, 
press releases, registration statements and prospectuses. De- 
fendant Carp was president and chief executive officer of 
Sanitas Service Corporation until December 1974. 


More particularly, the Judgment of Permanent Injunction 
prohibits Alan R. Carp from making untrue material state- 
ments or from omitting to state material facts relating to 
(1) the treatment of disbursements made by Sanitas or 

any other company for political payments, bribes, kick- 
backs or other similar unlawful purposes; (2) the nature 
and extent of any expenditure of corporate funds by Sani- 
tas or any other company for political payments, bribes, 
kickbacks or other similar unlawful purposes; (3) the ex- 
tent to which any director, officer or employee of Sanitas 
or any other company has caused corporate funds to be 
used for political payments, bribes, kickbacks, or other 
similar unlawful purposes and the identity of such director, 
officer or employee; (4) the use of the “pooling of interest” 
concept in acquisitions of businesses by Sanitas or any 
other company; and (5) the disposition or discontinuance 
of lines of businesses or operations by Sanitas or any other 
company. 


In addition to the foregoing, Alan R. Carp has been perma- 
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nently enjoined from using corporate funds of Sanitas or 
any other company, or aiding and abetting the use of such ACCOUNTING SERIES 
funds for political payments, bribes, kickbacks or other 
similar unlawful purposes. 





ACCOUNTING SERIES 
Alan R. Carp consented to the entry of the Judgment of Release No. 176/July 22, 1975 


Permanent Injunction without admitting or denying the 


allegations of the Complaint. See Securities Exchange Act Release No. 11543/July 22, 


1975. 
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